ANGELES CHEMICAL CC., INC.
VALUATION REPQORT

600 Shares of Common Stock
(510 par value)

As of April 30, 1980

BR001400



Angeles Chemical Co., Inc.
600 Shares of Common Stock
Fair Market Value az of April 30, 1980

- Page(s)
Assignment ' 1
Introduction and Background ‘ 2,3
Table I-A - Restatement of Earnings (1972=1980) 4
Table I-B - John G. Locke Compensation ‘ 5

Table II - Balance Sheet as of April 30, 1980 {Unaudited) ]
Alternative Valuation Approaches
l. Earning Capacity (Resfated) of the Company 7,8
(a) Fiscal Year Ended April 30, 1980

(b} Five-Year Average (l976-1980)

2. Market Price as a Percentage of Book Value 8,9
Conclusion ’ 10
Exhibit A - Data Reviewed in Valuation 11,12

Exhibit B - Comparative Financial Statements (1974~1980)

Statement of Income . 13
Balance Sheet ' 14
Changes in Financial PFosition (Cash Flow) 15

BR001401



CHARLES B. STARE. JR.
A FROFEESIDONAL CORPORATION

h EUTTER STREST. SUITE 1400
SAN FRANCISCO. CALIFORNLA G104
s 3p-nkz

August 13, 1980

Mr. John G. Locke

Fresident

Angeles Chemical Co., Inc.

8215 Sorensen Ave.

Banta Fe Springs, California 90670

Re: Angeles Chemical Co., Inc.
€00 Shares of Common Stock
Fair Market Value
as of April 30, 1980

Dear Mr, Locke:

Pursuant to your request of July 1, 1980, we have conducted
a valuation study to determine'the fair market value of the 600
shares of Common Stock of Angeles Chemical Co., Inc. ("Anchen"
or the "Company") issued and outstanding as of April 30, 1980,

The fair market value of the subject shares was as follows:

Number of Shares " Price Per Share Market Value
600 Shares of Common Stock §2,667 51,600,000
($§10 par value) (the "Stock") (Rounded)

This Valuation Report sets forth and discusses the various
factors which were researched, analyzed and considered in arri-
ving at our opinion of the fair market value of the Stock as of

April 30, 1980.
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Introduction and Background

The data upon which we have relied in forming our opinion
regarding the fair mafket value of the Common Stock of Anchem is
cutlined in Exhibit A, The comparative financial statements
which aet forth the operating history of the Company are presen-
ted in Exhibit B, This exhibit should be reviewed to understand
the reported results of Anchem,

The analysis of the operating income for Anchem, as adjus-
ted for certain items which ﬁe have added back to arrive at a
restated pre-tax net income and an after-tax net income, is shown
in Table I-A. An analysis of John Locke's compensation appears
as Table I-B and should be read in ¢onjunction with Table I-a,
The balance sheet (unaudited) for the Company as of April 30,
1380, is reproduced in Table II,

For purposes of this assignment, we have "added back" cer=
tain expense ifems which result in a higher, and arguably, a more
representative picture of the true earning capacity of Anchem,
The two items which should/not be adjusted (i.e., added back) are
(1) fees for outside directors (56,000 per year for 1976-1980)
and (2) salary adjustment for John Locke.

It could be argued that hnon-management directors are entitle;;i
to directors' fees for assuming the responsibilities and liabili~
ties of directors. However, the amount of dollars is immaterial
g0 as not to influence the final valuation.

It could also be argued that John Locke's actual compensation
is reasonable for his management position and direction of the

Company. However, for this valuation, we have assumed a
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"constructive salary" for Mr. Locke based on the salary for a
general manager plus a 50% premium for his duties as President of
Anchem. 2Again, we have added back this difference in our analysis
set forth jn Table I~-A,

In our Restatement of Earnings for Anchem, the Company would
have earned $320,000 net income for fiscal year ended April 30,
1980. This result is in contrast to the actual earnings of
$221,000, John Locke is projecting operating results for fiscal
year April 30, 1981 to be "flat"® or equal to fiscal 1980.

Please note that the restated average earnings for the five
fiscal years 1976-1980 was approximately $195,000. This figure
is almost identical for the fiscal 1975 restatad result (5194,000)
and slightly above fiscal 1978 (8187,000). Fiscal 1980 was an
extraordinarily good year for Anchem, looking at the raw numbers,
However, the profit margin (% of sales) of 2.7% is in line with
the five-year average of 2.5%, and significantly below the profit
margin for fiscal years 1%74 and 1975 on a restated basis.

In our analysis of Anchem, we analyzed certain data-for Fore=
most-MecKesson, Inc. The Chemicals Group, including McKesson
Chemicals, is the largest independent chemical distributor in the
United States distributing industrial chemicals to customers loca-
ted throughout the Continental United States.

Distributors such as McKesson Chemical sell about $13 billion
of chemicals a year. The Chemical Group reported revenues of
approximately $505 million in fiscal 1980, or 4% of industry =ales.
M¢Kesson Chemical is a direct competitor of Anchem, Certain market
ratios for Foremost-McKesson were used as supporting data in our

valuation of Anchem.
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ANCELES (CHEMICAL 0., INC.

- Reitarenant of Earnings
: Pigcal 1572-1980
{000 s cmitted)

1973 1973 1974 1975 1276 1477 1998 1979 1980

Bales 3 501 31,334 §2,440 $3,935 54,9%3 56,093 £7,011 %8, 364 312 006
cost of sales —H8 L0 Ly aasm a2 omns mavs 21807000 S67
Groas Profit AA Fr 551 687 743 B7E 1,104 1,738 1,712
Operating Expanses 4 _a __ea _ A 54 105 __Bg3 1,111 R rELF]
Uperating Iheome FL T8 182 260 168 172 71 117 43%
Other Ineeme (Expenie) . - | 1 ) 1 R )
Rot Incoma Before Taxes (as reparred) ) # L 1R 73 170 1E5 219 127 448 ﬁ
Add back {adjustmentm) : g

Salariss fBery £ Romenthal] . o 3 a6 26 20 M i 41 a1 (@

Commiagions (Bary & Rogenthal) i 71 113 -1 91 B6 ;i:

Direclurs' Feas (Locke, Berg & Rozgnthal) T 7 5 .9 ] g 9 a

Repajrd, Landgcaping, ste, 4 F 2

:!mfit Sharing {Bavyg & Romanthql) ‘ 13 19

fi5% of Ealariee & Comnisions)
Salary Adjuptment for Locke _ 2|, L an e B o 18 e —_1 —tl —_—T3 —_—rd
{Galary & Profit Shacing Diffgrential)
Total Adjustmants __am J )| i L 115 1o _dds 158 _ 493 2o

Not Incoms Before Taxas (Restakad) (4) 74 ‘ 24), aR§ 290 Alp 74 30 &do
Provision for Income Taxee (S04) _ 194 145 155 __ 187 180 T3
Het Income After Taxms (Roqtated) s 120 §lsa 4 a5 g 155 $_lay $160 5320
3 of Sales 4.9¢ 4.9 2.59% 2,5% LY 1.9% 2.
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ANGELER CHRMICAL CO., IEC,

John G. Locky Compangation
Actual ard Conatructive Analymis
Fincal 1572-1380 {GOD'F omitted)

1972 1973 L1974 1975 1976 1977 1978 1979 1980
dohn G, Lecke Compenmation {Actval)
Salary + Bonug - 4 7 3 2B H 50 ¥ 70 3 78 % 91 8 96 3 los ¥ 179 i
Profit sharipg = - - - - . - - 1 15 gl_,
Total 7 B o0 70 ®" g1 £ 123 148 'I-.;'
Johh €. Locke Compenmation (Constructive)
H
Salary * Bonus = Genoral Manzgar F21 27 in EH L] 43 50 L1 1] t:'l
Balary + Bopus - President (504 PESBY um) 12 13 13 i7 ) 27 25 22 o
Total k-] 40 45 52 60 &7 75 77 ED]
Profit Shaving = —_ — - —— —_— —= i -13
Toral 36 a0 45 52 ho &7 hE] aa 103
Amounts added huwek [Ad)udtmenta)
Salary + Bonus {28y {12) & 18 18 24 21 28 33
Protit Rharing - - - - - - — 5 &
Totaj ¥ (28) ) $ {13} ¥ & 3 18 3 18 5 24 LS 21 H 33 ¥ 45
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ANCELIE CHEMICAL 0., TNC.

ASEETSH
Current Asugrs
Pakty Caxh 154
Cash in Bank 256,120
Cagh in Savings 8
Accounts Raceivable §1.814,115
Alliwable for Doubtful Ascounts (23,788}
Het Raceivablas I,79G, 248
Actounts Recaivable - Stallion 13,558 .
Enployes Advances 1,336
Ihventory - Chemjcals 430,101
Inventory = Drumg 6,189
Inventory = sasoling 2,195
Prapaid Froperty Taxes 1,960
Prepald Insurance 4,018
Total Currepit heacts 52,527,9%7Y
Fixad Agamts = AL Cont
QLfce Treailer 13,904
Trugke 14,285
Tarkz & PFlant Reguipmant 47,868
Furniture & Fixtures 14,451
‘Flant 279,242
Total Fiped Asgets 397,750
leasa;  Accumulated Depreciation- {250, 479)
Net Figes Assets 347,280
Other Acgats
Bupckits 6,108
Deponits ~ Drumg 1,417
Total Gthar Asgete 3,822
TOTAL ASEETS 32,682,759

Balance Shawt
(Unaud} nd)

April 10,

1s8g

LIABIL1TIES

Curgait Liabi}idien

Accounts Payahly

Aeorued Payyoll

Balep Tex Payahiq

Inotme Taxed Payablm

Dytm Depomitsg

Cubtomer Daponits

Loap Payable = Crocker

Aoorued Prefit Bhaying
Tatal Currant Liabilities

Long-Tasw LlabillEiag

Capital Stogk - 310 par value,
2,500 wharsa authorizesa,
00 shares ixsusd and outatahding
Ratainwd Earnings - Baginsing
Net Incomg {Losx)
Retained Earnings

Total Capital

TOTAL LIABILITIER & CAPITAL

$1,127,065
145,510
5,650

186, 311
205,522
1,220
10,718

EOEIQE

6,000
8 72,259
221,609

911,568

=

%1,743,890 g

ot

1

-

H
919,868
32,63‘2 . 159
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Alternate Valuation Approaches

In arriving at our valuation of $2,667 per share- or
51,600,000 in the aggregéte for the 600 shares of Common Stock
of Angeles Chemical Co., Inc. issued and outstanding as of
April 30, 1980, we used several valuation approaches. These
approaches were as follows:

l. Earning Capacity (Restated) of the Company

(a) Fiscal Year Ended April 30, 1980

For the fiscal.year ended April 30, 1980, Anchem
reported net income of $221,000., However, in order to arrive at
a more representative earning capacity for the Company, we have
rastated these reported earnings by making certain adjustments
whiéh result in net income of $320,000. Table I-2A sets forth
these calculations.

We have applied a 5.0 capitalization rate to the
restated earnings of $320,000 to arrive at a fair market value of
51,600,000,

(b) Five=-Year Average (1976-1980)

For the fiscal years ended April 30, 1976 to April 30,
1980, Anchem reported average net income of $127,000. However, in
order to arrive at a more representative earning capacity for the
Company, we have restated these reported earnings by making cer-
tain adjustments which result in average net income of $195,000
per year. Table I-A sets forth these calcﬁlations.

We have applied an 8.0 capitalization rate to the
restated earnings averaée of £195,000 per year to arrive at a fair

market value of $1,560,000,
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It is our opinion that the capitalization rates (price/
earnings ratios) of 5.0 and 8.0, respectively, are representative
price/earnings ratios for a company such as Anchem which is en~
gaged in the business of distributing chemical products. We
"screened” certain public companies involved in the wholesale,
distribution and/or chemicals distribution business to arrive at

thege capitalization rates.

2. Market Price as a Parcentage of Book Value

As of April 30, 1980, Anchem had a book value (stock-
holders' equity) of approximately $940,000. Since book value is
only an accounting technique‘to asctibe an historical value to a
company, it may/not bear any relationship to its market value
{see Table II). I

Qur experience regarding companies‘such as Anchem indj-
cates that a purchase price of 1.75 times book value has been
the "norm". By applying a 1.75 times factor to the Anchem book
value of $940,000, we would arrive at a valuation of $1,645,000.

In our research of wholesale chemicai distributors. we
learned that an inve;tor group, including the management of Fore-
most~McKesson, Inc., maﬁe a cash offer to purchase that company
for $36 per share. The net tangible book value of Foremost-
McKesson at the time of the offef was approximately $20.30, re-
sulting in a purchase price of 1.77 times book value. The nego-
tiations were terminated in February 1980.

(Please note that Anchem had no intangibles as of April
30, 1980. Therefore, tangible book value would be the same as

boock value.)
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Ap independent analysis of Anchem regarding the rela-

tionship of market‘(purchase) price to book value might be as

follows:

Book value: 5 940,000 % 940,000

Add back
Depreciation 250,000 Market price
{Replacement cost) ratio of

1.75 times

Cost of Land 450,000
{Purchase not necesszary)
"Constructive” ‘
Value of Assets £1,640,000 51,645,000

The foregoing is merely a verification that applying a
l.75 times factor to the book value results in a reasonable pur-
chasé price. Moreover, for the purposes of this valuation, we
have valued Anchem as a going concern, Therefore, the earning
capacity of the Company, rather than book value or adjusted book
value, is mmreﬂindicatiVE for determining the fair market value

0f the Common Stock.
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CONCLUSION

In reviewing the results for the three valuation approaches,
one can see that a very close correlation (i.e., between $£1,560,000
to $1,645,000 and $1,600,000) resulted in our arriving at a fair
market value of $1,600,000, or an average of the three methods
used. The fourth approach, actually a "“check" on the third
approach, the reconstruction of the April 30, 1980 balance sheet,
resulted in a valuation of $1,640,000, which was almost identical
to the $1,645,000 figure. '

Therefore, it is our opinion, formed after considering the
data referred to in Exhibit A, and other relevant factors, that
the fair market value of 600 shares of Common Stock of Angeles
Chemical Co., Inc. as of April 30, 1980, was $2,667 per share of

Common Stock, or $1,600,000 in the aggregate,

Very truly yours,

HARLES B. STARK, JR.
A Professional Corporation

Hondir . L2350

Charles B. Stark, Jr.
FPresident

10
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Exhibit A

Angeles Chemical Co., Inc.
Data Reviewed in Valuation
of Common Stock as of April 30, 1980

Angeles Chemical Co., Inc. Data:

Financial Statements (1974-1930)
Prepared by Saks, Singer & Ballenger, CPAs (1974)
Archer, Bulmahn & Co., CPAs (1975~1980)

Tax Returns (1972-1980)
Prepared by Kusnitz, Saks & Singer, CPAs (1972-1974)
Archer, Bulmahn & Co., CPAs (1975-1980)

Preparation of Comparative Financial Statements (1974=-1980)
Income Statement
Balance Sheet
Change in Financial Condition (Cash Flow)

Meetings on July 1 (8.F.) and July 15 (Santa Fe Springs)
with John G. Locke to discuss Company & assignment,
financial statements, projections for FYE 4/30G/81, etc.

Telephone conversations with Locke on 6/23, 6/26, 7/14,
7/17 and 7/2%/80 -

Inspection of Anchem facilities on July 15 (Polaroid
pictures) and meeting with shareholders Robert 0. E.
Berg and Arnold Rosenthal

" Pinancial Services and Industry Data

The following financial services, which include certain suppliers,
competition and/or customers, were reviewed for the purpose of
selecting the appropriate capitalization rate (P/E ratio) to the
restated net income of Anchem. ’

Moody's (Wholegale, Distributors and Jobbefs)
Industrial
OTC Industrial

Standard & Poor's Corporation
Stock Guide as of 4/30/80
Stock Reports

Value Line

Chemical (Basic) Industry (4/25/80)
Chemical (Specialty) Industry

1l
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Walker's Manpual of Western Corporations (Chemicals)

Foremost-McKesson, Inc.
(The Chemical Group -~ McKesson Chemical)
Marech 31, 1980 Annual Report & Form 10K

Varioug publications re the chemical/distribution industry and
business outlook for the economy (the effects of recassion,

inflation, high fuel prices, credit controls and other external
factors) including the following:

"California Regional Outlook"
Buginess Review, Wells Fargo Bank, March/April 1980

"The Ups and Downs in Interest Rates"
Business Review, Wells Fargo Bank, May/June 1980

"The World Eccnomy = Storm Clouds Gathering"
Business Review, Wells Fargo Bank, July 1980

"Recession Grips Chemical Makers as Auto, Housing
Orders Plummet"”
- The Wall Street Journal, July 1, 13280, p. 23

"U.S5, Sues Chemical Firms for First Time Over Waste
Storage by Dump Operators"
The Wall Street Journal, July 16, 1980, p. 10

"Recession May End by October, But Inflation Could
Surge Again"
The Wall Street Journal, July 17, 1880, p. 25

"European Chemical Firms Expect Profits To Fall
Sharply in 1980 Due to Recession"
" The Wall Street Journal, duly 24, 1980, p. 24

12
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Salea
Coxt of Sales
Grogs Frefic

COparating Expensap
officers Salaties
Plant Wagag
Salex Wagap
Office Wager
Plant EXpaTu
Trusk EXpanse
Autoe & Travel
Saldsan Expongss
Fraight tut
Drom Maintsnance
Ripairs § Maihtenapce
Bupplims
Outyide Laboyr
Equlpmant Réntal
Rant
office Supplims
Computar Expante

Frofessional Serviced, Leagal & Acect,

Taxes & Licwehcamy
Fayroll Taxes
Bugimdr Prometdon
Convention Expense
Comemi ke
Diraztors Frees
Penaticns
InFurance

HOCkKhen's COwpansation Inpurance

Group Insnrance
- BEficers Life Ihkurance
Duws & Subacriprions
Oetliting
Talaphona
Depraciating
Miscellansous
Thruput Charges
Fenalties
Employes Medical Benefits
Prafit Sharing Yxpense
Bad Dabts
Urganization Expense
Taxes
Mvartiting .
Totkl Opsrating Experaes
Opsrating Income (Loss)
Other Income
dain on Sais of Asects
Discvnnts Baivied
DA
Intarext Incoms
Runt;
Rizcellanmmg
Total Other Incomns
Othar Lapenge
Totatedt EXpanan
LErE+  Franchize Tax
Het Income (lomx! Bafore Taxes
Brovigion for Taxes

HET INCOME [Logs)

Exhibit B

ANGELES CHEMICAY. CQ., INC.

Ethtwmamt of Incxme

LUnaL tend)

(D00}

Fiszal Yaar Ending April 30
1974 1975 197& 1877 1978 1979 1980

F2,440,7 $3,919,2 W4,99%.4  %5,093.7 $7,01).1 28,368, 5% 313,006.3
1.889,1 3,252.0 4,256,3 5,7215.4 1,506, 5 7,179.7 16,294,1
51,6 87,2 43.0 avesd 1.10476 1,238.7 L, 1UTE
87,8 ) } ) 136.9 147.5 170.9
7.3 ) } ] 55.1 87.1 124.4
18,2 158, 7 192, 1) 240.9) 54,4 72.8 6.9
i%.23 } ) 1 .6 48,8 &7.8
5.6 3.4 4.3 7.5 1.8 18,4 15.3
10.6 11,7 8.8 10.9 23.5 1.9 44,2
7.9 8.4 11,1 17.8 26.7 58.0 0.2
.5 1.9 5.7 2. 1.6 6
[T Y 2.7 43.8 11a,1 124.1 161.2 02,1
.9 40,1 9.2 h2.& 76.5 BE. 3 51K
1.6 10.6 11,1 13,7
-1 2.5 &.1
.7 .1 1.4 .7
W5, .3 1.9
n.& 6.8 20.8 13.2 4.7 1.8 15.%
3.4 2.4 3.4 2.9 3.8 4.6 13.7
5.7 19.3
1.1 1.4 3.4 3.0 5.8 3.3 5.0
7.3 18.% 26.5 18.1 15.1 6.3
T.8 16.1 22.8 ar.1 -
7.2 5.8 a.4 15,7 12,8 13,5 16.%
i 1.2
68,1 71,1 862 a5 al.2 [T
7.2 5.2 9.0 9.0 9.0 9.0 M)
.1 .2 4 07 & .8 .6
8.3 12.3 0.3 20.7 41.4 47.9 8.0
.B 4,6 6.4 10.5%
B ¥ 5.7 B.7 5.1
8 1.5 .8 .8 .8 8
.2 1.0 1.5 1.7
od 1.4 1.8 Z.8 1.
4.5 4.5 T.%- "Bld 3.1 1i.9 12.7
3.6 5.8 38.9 5.1 48,1 1.9 ad, 2
- -3 B 2.1 .3 P | +7
1.7 L 4.3 1.4
.1 1.1
4.8 7.3 1,7
2,0 1,9
2.0 11.0 L 25.7
.2 .1 .1 .7
2.4 .
“ase.7 426,80  574.0 1n3‘.a" BE2. A 1/111.5 1,272.8
200.8 260.3 168,80 iti.4 21.7 7.2 439.8
-
03 .08 7 N1 .2 .07
3.6 2.9 A1 2.7
X9 2.3 2.0 1.8 i.1
1.8 -2
.8 - .2 4 2.7 8.0
o 11.0 [ 3.5 2.7 4.4 1.9
1.3 4.4 1o0.8 4.5 4.3 .1
{17.5)
181.9 1733 170.4 165.1 FITR] 127 8 E.E
B0.7 117.0 .4 1 73.2 9E. 6 3n. 7 225.0
1012 % 23354 FoMAE  $ 91,3 5,.111.3 n__88.1 ¥ 20.6
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ASSETS
Current Aasets
Petiy Casth
Cagh in Bank
cach in Savings
Acpounts Joecwivable

Laexx: Allewancea For Doubtful ACCOuUntE

Hoat Receivablex
Accpunts Recgivable + Stallion
Employes Advancer
Inventory = Chamicals
Inventory = Drums
inventoty - Gasgline
Prapald Proparty Taxes
Brapaid Insvrance SExpanses)

Paftzzed SRRy
Total Current Assets
Fiwed Assets
gffice Trailer
Frocks
Tanks L PLant Egquipment
Furniture & Fixtures
Flant
Total Fixed Asseca
Lasg: Accumulated Dapraciation
Ret Pi¥ed ASSeLE
DLher Assets
baposits
Droanigation Expanza
Depovite - DOums
Total Other Azzetz
TOTAL REEETS

LIABILITIES
Current Liabilities
Acoounts Paysbhle
Loan Fayable
Accrued Payrell Taxes
Bales {*Other) Tawes Payable
Income Taxex Payabls
Drum Dapogits
Customtr Dapealta
Agcrusd Expansas
Accrued Profit Bharing
Total Current Lisbilitiex
Long=-Tarm Liabillties
Loan Payable
Capital stock
Retained Farnings - Beginming
Het Lncome (Loas) ¢
Retained Earnings - End

ptal Gapital
TOTAL LFIMATILITIES & CAPTTRL

ARGFLES CHENICAt. CO., IRC.
Balance Sheet

(Unandited)
Im’_ Fiscal Year Ending Aprii 30
1074 1975 1976 1977 1978 1979 1580
] «05 .1 ¥ A vl
81.8 % 265.0 = 61.7 % 190.0 41.7 4%5.6 256.1
5.2 .0
150.6 377.0 585.7 785.0 104,23 1.136.%  1.Bia.)
[ 2.5} { 7.4 #.3) { 8.3 { 17_5} { 22.8) [ 3.7}
4R, 1 36%. 6 5174 THE.T B91.6 L1139 1,790.3
12.5 1.8 13.5
1.8 2.1 3.3
1.9 ) ) ) 272.4 MO, 4 420.1
13.0 107.3 150.4) FILI 12.2 11,2 6.1
) ] ) 2.8 1.4 2.1
2.1 1.7 1.9
a7 0.9 29,5 k.2 4.0
1.3 30.6
LiB.& 42,8 B24.0 1,076.2 1,373.4 1.564.1  2.%21.9
6.6 6.6 2.4 22.4 22.4 33.9 3.9
3.7 15.9 L] 15.9 17.1 19.1 24.12
2.8 6.4 10.7 18.8 40.2 £7.2 47.8
.8 .B 2.8 1,0 5.5 5.5 12.4
231.6 1337 3792 279.2 279.2
14,0 32.2 283.E 293.9 3646 383,1 187.7
{ 5.2 { 11.0) £ 50.00 (105.2) (454,32} (206.3) _(2%0.4}
B.7 1.2 233.6 1888 210.3 T 178.8 1a7.2
.8 .6 B 1.8 8.1 6.1 6.1
.3 .1 06
. .7 1.4 1.4
1.1 B il 1.8 (1] 7.5 7.5
§ LIH.% s 7E4.5 31,065B.6 3l1,166.9 51‘599.1 51,750.5 §2,682.7
% 20.6 % 351.7 % 4778 5 5750 § T45,1 9 B39.5 51,)27.0
.3 24.1 4.1 24.1 24.1 10.7
o5 ¥ 7.7 5.5 145.9
9.9 3.1) 6, 6% 8.5+ 2.9 14 5.6
55.1 3.8 1 18.4) [ 4.1 24.2 { &a,4) 1B86.3
43,8 64.5 BB.G 108, 4 130.8 172.5 05,5
. 1.0 N i 1.2 1.2
6.1
16.% 50.4
A56. & 457.2 578.6 136 a35.8 1,024.6 1,742.8
£5.7 47.1 7.8 7.6
6.0 6.0 6.0 6,0 6.0 6.0 €.0
E4.4 500.1 £23.1 ¥12,2
101.2 121.2 a8 221.6
1e5.a 301.3 a08.1 s060.1 &21.4 2.2 333.0
171.8 307.3 ala.1 506, 1 e27.4 716.2 939.8
5 53N, 5 % 764.5 31.058.6 4l1.286.9 $1,580.7 B1.750.5 92,682.7
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' Gtatmesnt of Changws in rinancial Pasitica

SOURCE OF FONDI
Het Incoms
Depreciation (a0t oying working capital)
Amcreization of organization swpanss

Working capita) provided from oparations

Othey Sources:
Do deposits
Loan procesds

Docrenar in dgpasivs
Sale of fixed Adsers

Total Source of Funds:

AFPFLICATION OF FUEDRE
Docraase in long=esmm debt
Purchase of apsate
Increase in depoaits
Payment of prior yanr's income taxnx

Total Application of Fumdg:
INCREAGES (DECREASES] IN WORKING CAPTTAL

CHANGES IN WORKING CARITAL

Cach

Accounts recaivible
Employss adVAncEs
Inventories

Fropaid sxpenmes
Ascaunts payable
Acerued payrall
Fayrpll & sales tax payable
Income tatet payable
Drut deposits

Laan payablia

hocrued profit sharing
Cuptomer depopits
Acceryad insurance

Tax refund

Qther tasex payable
Potes Liyable

INCREASE - (DECEEASE) OF WORKIRG CAPITAL
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114 Srracene Shesl, Fuils 508
San Francisco, Colifonrin 94104-3818
ﬁff J68-9900

o [U15) 3626452

wAencthom, Nuo Jursoy

November 22, 1996

Mr. Ken LaConde ~
€S Engineers - S0 g6~ G5y
3711 Long Beach Boulevard, 9th Floor
Long Beach, California 90807
Re: Angeles Chemical ESOP Valuation as of April 30, 1996
Dear Ken:

I am now undertaking the above ESOP valuation for Anchem which John Locke is anxious to
get completed by early December.

Enclosed is a copy of my commentary from the April 30, 1995 valuation report on the
Company’s environmental circumstances. Would: you please update this section and phone or
FAX your comments,

Best wishes and thanks.

Sincerely,

Eric M. Bramstedt

EMB:ew
enclosure
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- OI.  THE COMPANY

History

Angeles Chemical is a resale/distribu
in coating and other processes. In fj

——$.35. millipn and Bortz — §

5tS 123

of liqujd industrial and consumer profiuct chemicals used
1 sales of solvents were § million, packaging
million,

1o g - p g l“n *‘fﬁ'kﬁ/

Vo Aol 1

Note: As of January 1, 1995, Bortz and Packaging
combined, which distorts F1995 ‘comparisons with earli

As illustrated in the above graph, there continues to be a relative and absolute decline in lower
gross margin commercial solvent saltes since fiscal 1990, which sales mix change contributed to
a Company gross margin gain to 30-32% in fiscal 1993-1995 from 23-25% for several prior years.
Specifically, since fiscal 1991 solvent sales have fallen from $3.9 million to about $1.8 million,
while packaging and Bortz sales have gained $1.0 million to $4.8 miliion (a slight decline from
fiscal 1994). Bortz is a packager of paint thinner and finishes for the consumer/retail market
and its gross margins are over fifty percent better than those for solvents. Anchem's consum-
er/industrial sales mix is now 70/30, up from 50/50 in earlier periods.

Since the peak in 1982 at $16.8 million, Company dollar sales have fallen 61% to $6.6 million
in fiscal 1995. Physical volume has declined even more because of periodic price increases.
The 15-year sales drop reflects the loss of major accounts as many commercial customers moved
out of Southern California or changed their supplier source away from Southern California, The
ever-increasing environmental regulations in Greater Los Angeles have created an expensive and
difficult operating circumstance for chemical processors and distributors and their customers.
The 1990-93 recession in the region was also a factor. Management continues to emphasize less
environmentally sensitive consumer products,
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In 1995, Anchem had aboutd‘lﬁtive industrial customers and 362"1n the packaging division,
both down from earlier years but about unchanged from fiscal 1994, Most are located in Southern

California. Ellis Paint Company, owned by Robert Berg, an Anchem founder and shareholder,
i$ an important customer. :

Anchem’s basic raw materials are these organic chemicals — propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits, Fkekisichlossethane, and alcohols, These are forms of petroleum
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials,
The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each. Some of the storage tanks are not now used given the decline in sales
and volume since the 1980s,

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Fe Springs, California. The land, structures and improvements are Company-owned.
On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the
three founding and two current shareholders to the Company in consideration of three equal 14-
year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly
principal and interest payments of $72,000 equal the former rent paid to the partnership and the
transaction was therefore cash flow neutral to Anchem (on a pretax basis).

The land transfer price was determined by the three parties on other than an arm’s-length “third
party” negotiaied basis and which basis was not specifically disclosed to the appraiser. Given
the property environmental clean-up yet to be completed and the land’s location next to a
Superfund site, the appraiser believes the independently determined fair market value (FMV) of
the real property may be below the $648,000 capitalized on Anchem’s financial statements as
of April 30, 1995, Therefore, the appraiser recommends that the ESOP Trustee obtain a real
property FMV from a qualified independent commercial real estate appraiser for reference in
preparing future ESOP valuations.

c! A A.,In addition to its Santa Fe Springs facility, Anchem rents a warehouse in Santa Fe Springs for
éﬂ‘f:-j.m',-.mdc-emﬁﬂg,andus&sa e -1 hli yarenouse 1q distributies H¥E ",r_', nated
e warchonse-lense-with-Robert Berg. M1 » o/ teo rntew wigre hoyse 1'n EF Plenhe
Sharfing 1y /og
As of April 1995, Anchem had ngfull-time employees versus 21 a year earlier (plus temporary
labor).

Samsopn Chemical Co. Joint Venture

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1,
1991. If the joint venture is still effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounts, In
the interim, both companies maintain separate operations (at Santa Fe Springs) and customers.
Through this affiliation, Anchem was able to broaden its product line to include epoxy products.
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On a combined basis, Anchem/Samdon sales in fiscal 1995 were $1671 million, indicating

Samson’s sales are running at $3/4 million annually. Samson’s income (as defined by the

agreement) is shared equally by the partners. In fiscal 1995, Anchem’s income share was booked
‘.? 0 IH\LSIEO,OOO versus $127,000 in fiscal 1994,

For further details on this joint venture, see the November 1991 valuation report.

Anchem also has a distribution agreement with East Bay Oil, a Northern California chemical
distributor, and a Phoenix warehouse to further broaden its customer, business and geographic
base and replace lost sales in the Los Angeles Basin.

ANAgEImy wnershi

The Company senior management as of April 1995 consisted of:

Officer Title loined Co.  Age
John Locks Pragident, CEO 1971 63
Robert Berg Secretary/Tressurer 1971 63
Robert Custear President - Samson Chemical 1990 62
James Locke Operations Manager 1985 31
Tim Mahoney Controller 1990 38

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides
important management and sales support for John Locke. Mr. Custer is concentrating on the
industrial market and Mr. Locke on retail and proprietary products. John Locke has indicated
that he may retire as an active officer in September 1996 when he turns 70 but plans to continue
as a consultant.

The Board of Directors consists of John Locke, Robert Berg, and Amold Rosenthal, all founders.
As of late 1994, Mr. Berg began taking a more active management role at Anchem.

As of April 30, 1995 there were 40,000 Class A and 14,065 Class B common shares outstanding
(excluding treasury stock) as follows:

Holder Nu, of Shares
John Locke 20,000 A sharss 3%
Robert Berg 20,000 A shares kY
EsOP 14,065 B shares _26
Total 54,065 A&B shares 100 %

Class A common stock is voting and Class B is nonvoting. Otherwise, the two classes are equal.
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.

9-
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Environmental Issnes Update

The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which regulate Anchem’s operating and environmental activities. According
to management and SCS Engineers, its environmental consultant, as of April 30, 1995 the
Company had no environmental agency violations or citations,

However, beginning in fiscal 1993 and continuing into fiscal 1996, Anchem and SCS are working
with the California EPA on its on-site program to investigate for possible groundwater
contamination relating to an adjacent California Super Fund site (McKesson property). In this
connection, Anchem incurred state fees and incremental services from SCS.

The prior reports discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far have found soil and
ground water problems which have not been fully characterized. No major remedial work has
yet bean undertaken. By 1998, Anchem could be required to start replacing itz underground tanks
on a progressive basis. No specific funding for this project has yet been accrued by Anchem.

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consulting costs have
fluctuated but in fiscal 1994-96 are averaging $10,000 a month. SCS worked with management
and counsel on the S&T suit,

As of Januvary 1995, Anchem is participating, as required by its major supplier contracts, in a
comprehensive storage, operational, health, safety, environmental and emergency response
program called "Responsible Distribution Process” created by the National Association of
Chemical Distributors, who will sponsor on-site audits. A full-time compliance and safety officer
reports to Operations Manager Jim Locke. Employee training for RDP is required. There have
been incremental costs for implementing the program, but Anchem hopes to realize some
economies and efficiencies from it.

Ongoing environmental encumbrances on Anchem's business and profits have been reflected in
the valuation conclusions since fiscal 1989,
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Enviropmental Issues Update

The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which regulate Anchem’s operating and environmental activities. According
to management and SCS Engineers, its environmental consultant, as of April 30, 1995 the
Company had no environmental agency violations or citations.

However, beginning in fiscal 1993 and continuing into fiscal 1996, Anchem and SCS are working
with the California EPA on its on-site program to investipate for possible groundwater
contamination relating to an adjacent California Super Fund site (McKesson property). In this
connection, Anchem incurred state fees and incremental services from SCS.

The prior reports discuss testing and related work for soil and groundwater contamingation
continually undertaken by the Company and SCS since 1989 which so far have found soil and
ground water problems which have not been fully characterized. No major remedial work has
yet been undertaken, By 1998, Anchem could be required to start replacing its underground tanks
on a progressive basis, No specific funding for this project has yet been accrued by Anchem.

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consulting costs have

fluctuated but in fiscal 1994-96 are averaging 310000 2 month. SCS worked with management
and counsel on the S&JT suit, : 5 o0

As of Janvary 1995, Anchem is participating, as required by its major supplier contracts, in a-
comprehensive storage, operational, health, safety, environmental and emergency response
program called "Responsible Distribution Process” created by the National Association of
Chemical Distributors, who will sponsor on-site audits. A full-time compliance and safety officer
reports to Operations Manager Jim Locke. Employee training for RDP is required. There have
been incremental costs for implementing the program, but Anchem hopes to realize some
economies and efficiencies from it.

Ongoing environmental encumbrances on Anchem's busme:ss and profits have been reflected in
the valuation conclusions since fiscal 1989,
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CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co.

P.O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke

Gentlemen:

You have requested we establish the fair market value of the common stock of Angeles Chemical
Co. for Employee Stock Ownership Trust (ESOT) purposes as of April 30, 1995,

Our evaluation places a fair market value of $1,187,463 on the common stock of Angeles
Chemical Co. as of April 30, 1995. Based on 54,065 A and B common shares outstanding, the
value per share is $22.00. This evaluation iz derived from a modified adjusted book value
approach and is discounted for restricted marketability. The valuation conclusion was transmitted
to John Locke on January 9, 1996.

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome
Street Appraisers, Ine.

Earnings prospects can change, as can the general economic climate. Federal regulations require
that the Company’s common stock be reevaluated at least annually for ESOT purposes.

Very truly yours,
BRAMSTEDT & ASSOCIATES, INC.

Eric M. Bramstedt, CFA
President

EMB:ew
enclosure

2402 Vista Del Mar Lane Tiburon, CA 94820-1208 Tet 415-455-5438 Fax 4154559455
114 Sansome 5t., Sulte 808 San Francisco. CA 94104-3818 Tel 415-362-0000 Fax 415-362-6492 _
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INTRODUCTION AND SUMMARY

The Administrative Committee of the Angeles Chemical Company, Inc. Employee Stock
Ownership Plan has requested that we evaluate the common stock of Angeles Chemical Company,
Inc. ("Angeles Chemical,” "Anchem® or the “Company”) as of plan year end April 30, 1995
in order to determine the minority interest fair market value of the Company’s commen stock
for annual Employee Stock Ownership Plan (ESOP) reporting purposes and for use in common
stock transactions involving the Company*s ESOP.

At April 30, 1995, Anchem's ESOP owned 14,065 B common shares of Company common stock
(26% of the A and B common stock). During fiscal 1995, Anchem made no ESOP contribution.

Company Overview

Anchem is a closely held corporation with no present market for its common stock. It is a
regionzl Southern California liquid chemical distributor whose products are used in industrial,
commercial and retail/consumer applications. Sales in fiscal 1995 dropped 5.2% to $6.6 million
from $7 million in fiscal 1994 and after stabilizing at $8 million for fiscal 1990-1993. Sales in
the mid-1980s were $12-$14 million. The Company recorded net losses of $289,000 in fiscal
1995 and $34,000 in fiscal 1994. These losses were primarily attributable to unusval
contamination clean-up costs in fiscal 1995 and heavy legal costs on Company-initiated litigation
in fiscal 1994, This litigation resulted in a $527,000 jury award to Anchem, which award is being
appealed by the defendant (see page 4).

Soil and underground water contamination conditions at Anchem’s plant are continuously being
monitored and tested, which requires significant on-going testing and other expenses, As of
April 30, 1995 no major new environmental liability or remedial responsibility had been revealed,

although the Company will have to replace its underground storage tanks (USTs) before the end
of the decade.

Like all chemical processors, Anchem and its customers are facing substantial environmental
regulations and enforcement in the Los Angeles Basin. These have seriously impacted Anchem’s
industrial business base and combined with the 1990-1993 California recession cansed Anchem’s
sales to drop 20% since 1990 and the incurrence of losses in three of the past five years, although
fiscal 1995’z loss was the only significant one.

Prior to fiscal 1994, Anchem had a debt-free balance sheet whose assets primarily comprised
receivables and inventory, with some cash equivalents. Given these operating and financial
circumstances, the ESOP valuation for several years has been prepared on an asset rather than
income basis. An adjusted book value approach was employed at April 30, 1994 and is again
being employed at April 30, 1995. The Company’s balance sheet has reflected a large
(sharcholder) long-term note since January 1, 1994,
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Vahation Criteri

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and

principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an
analysis of the Company's financial statements, forecasts and other information; (3) discussions
with management; (4) analysis of the relevant industry conditions; and other factors.

The basic rules for valuation are laid down in Revenue Ruling 59-60 issued by the Internal

Revenue Service in March 1959 (as modified by Revenue Ruling 65-193). The rulings define
*fair market value" as follows:

*...the price at which the praperty would change hands between a willing buyer and » willing scller

when the former is not under any compulsion to buy and the latter in not under any compulsion

to sell, both partics having reasonable knowledge of relevant facts, Court decisions frequently state,

in addition, that the hypothetical buyer and scller are assumed to be ablo, ss well as willing, to

trade and be well inforted about the property amd comceming the market for soch property.®
This definition is widely accepted and used in courts of law and in tax literature and is the most
widely used approach in valuing closely held securities. It is the basic definition upon which
we have relied in determining the fair market value of the Company’s stock. Revenue Ruling
59-60 was issued for estate valuation purposes, but is not limited to that use. It serves as a guide
in virtually all valuation situations requiring the determination of fair market value,
In 1988, the Department of Labor (DOL) issued proposed regulations on “Adequate
Conmdamuon which addressed valuation issues affecting Employee Stock Ownership Plans.
These proposed regulations endorsed Revenue Ruling 59-60 and set forth other factors to be
considered in valuing secnrities for ESOP purposes. In 1995, the DOL withdrew the proposad

regulations; however, BSOP practitioners still consider these proposed regulations in conducting
ESOP security valuations,

Consequently, this report has considered the following factors:

—  The history of the Company and the nature of the business

—  General economic ontlook and the outlook of the particular industry
—_ -Bookvaluﬁofthestmkandtheﬁnmmialmndiﬁmofthabusinma
—  Eamings capacity of the Company

—  Dividend paying capacity

— Whethuummmﬁsemgmdwmmmmwvﬂue

—  Sales of stock and the size of the block 1o be valued

-—  Market prices of stock of other comparable companies traded on exchanges

-2-
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These eight factors are fundamental to any appraisal of closely held securities. They are not,
however, all-inclusive, Other factors relevant to the subject valuation were also considered, such
as the ESOP repurchase liability and its effect on the application of a marketahility discount.

This valuation represents an update of prior appraisals of Anchem’s common stock for ESOP
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair
market value findings for the past five fiscal years:

Angeles Chemica] Co,
Semmary of Pai; ALEet Vajue Datermnriat
F1995-1991
Times

Aggrepate Per — Percentof Groes  Working

Datg ESOP Valye Share Salese  Amets  Equity Profit Capita]
4/30/95 $1,187.,463 $22.00 18.0% 37.3% n% 0.60X 0.99X

4/30/94 1,421,555 26,30 20.4 41.2 81 0.64 093

4/30/93 1,650,000 30.50 20.4 521 2 0.68 1.06

. 430492 1,621,000 30.00 2.4 51.3 922 0.83 1.10

4/30/91 1,653,300 30.60 20.8 61.2 o4 0.83 1.10

Based upon our analysis of Angeles Chemical Co., Inc., our experience in the valuation of
closely held securities, and the consideration of the factors set forth in this report, we are
of the opinion that the aggregate mingrity interest fair market value of the common stock
of Anchem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1995
was $1,187,463, or $22.00 per share based upon 54,065 shares of A and B common stock
outstanding,

This determination of fair market value is based on an adjusted book value approach and is
discounted for restricted marketability.

The appraiser understands that this valuation conclusion will be used primarily for Plan
administration purposes at April 30, 1995, Before future ESOP valuations are conducted,
where there are to be significant ESOP/Company stock transactions the appraiser
recommends the Trustee obtain an independently derived fafr market valuation from a
qualified commercial real estate appraiser of the Company’s real property acquired in
January 1994 from its founder/shareholders.

The property ownership in equal interests was transferred from the three principals to the
Company for $648,000, a price negotiated by the principals and which may not represent arm’s-
length fair market value. The property’s marketability to & third-party buyer may be impaired
by its environmental problems. Concurrently, the face atount of the three (original) $216,000
7-1/2% 14-year notes may also be above their third-party fair market value, although no effort
kas been made by the appraiser to determine their fair market valve.

3-
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In August 1994 a Los Angeles Superior Court jury awarded Anchem $527,000 for damages
suffered by the Company as a result of alleged improper contractor installation of underground
storage tanks and piping in the early 1980s which caused soil contamination. The defendant,
Spencer & Jones (S&J), has posted bond and appealed the award. If the award is sustained, the
economic and financial effect on Anchem could be materially positive. The S&7T suit was
originally filed in early 1993.

As of fall 1993, the Appeals Court Justices are not expected to revisw and act on the S&J appeal
until sometime between spring and late 1996 according to counsel, The Appeals Courts legal
options are (1) to affirm the tral court’s verdict and award or (2) to remand the case to lower
court for retrial. According to Anchem management and the attorney, an out-of-court settlement
isunlikely, S&J has posted a $527,000 bond with interest, the total value of which is approaching
$600,000 at report date.

At April 30, 1994, the appraiser did not consider this potential monetary award as a “contingent"
asset for valuation purposes. Its treatment at April 30, 1995 is discussed in the "Valuation*
section of this report.
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The purpose of this valuation report is to determine the fair market value of the commeon stock
of Anchem on a minority interest basis as of plan year end April 30, 1995 for annual ESOP
reporting purposes and for use in common stock transactions involving the Company’s ESOP,
This appraisal is valid only for the appraisal dates specified herein and valid only for the appraisal
purpose specified herein. No other purpose is intended or should be inferred.

In preparing this valuation, Bramstedt & Associates has relied vpon and assumed the accuracy
and completeness of all financial, statistical and other information provided by Anchem.
Bramstedt & Associates has also considered information based upon other publicly available
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do
not guarantee the accuracy and completeness of such information and have not independently
verified the financial statements and other information, The appraiser is not aware of material
omissions or understatements from management and other sources which would affect values
contained in this report. The fair market value arrived at herein represents the appraiser’s
considered opinion based upon the facts and information presented to him. No legal opinion is
expressed by this report and its accompanying documents, :

This valuation report does not specifically address the financial impact, if any, of matters requiring
special expertise or knowledge not generally held by business appraisers. As such, this report
does not address in gignificant detail issues involving toxic contamination, hazardous waste,
engineering and structural soundness, liﬁgalion and legal concerns, etc.

In preparing this valuation report, avanetyofdalaandassumpumshasbmused The financial
information on past performance has been gathered from Anchem’s financial statements for the
past five fiscal years, We have included in Appendix I a copy of Anchem’s most receat financial
statements, prepared as a compilation, as amended, by Singer, Traynor & Co., CPAs, for the
fiscal year ended April 30, 1995,

Projections of expected future financial perfonmance through fiscal 1996 have been provided o
us by the management of Anchem. Interviews have been held with members of management
and with certain outside sources regarding certain Company events.

Neither the appraiser nor Bramstedt & Associates, Inc. has any present or contemplated future
financial interest in Anchem, and the fee for this valuation is not contingent upon the fair market
value determined. The qualifications of Bramstedt & Associates, Inc. to undertake this valuation
are set forth in Appendix II.

The analysis, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice.
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Scope

The marketability of the subject company’s stock, the control position of majority sharcholders,
and the relationship of these factors to the block of stock being valued can affect the concluded
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide a basis for
concluding that a discount is valid for an absence of marketability if the value base does not
already reflect the lack of marketability. Further, a minority stock interest in a closed corporation
musuauywmthmuchleasmmapmpmmmmshmofmemmyvalueofaumemrpummsmk
Discounts can range from 10% to 30% or more, When minority interest and lack of marketability
discounts are both applied, they are sequential.

This valuation is specifically intended to establish a per-share fair market value for shares to be
issued or sold to the Company’s Employee Stock Ownership Trust (ESOT). This report does
not address the value of the Company as an entity. The value of the Company as a whole, with
the attendant rights to control the direction and growth of the Company, to influence or control
compensation and dividends, to change management, to acquire other companies and/or business
operations, or to sell or merge the Company, may be greater than the total value implied by this
valuation. On the other hand, the value of minority interest shares held outside of the ESOT
would probably be less than the value determined in this report, An ESOP with a "put" option
obligating the Company to repurchase the shares held by participants provides a valid market
for such stock. Minority interest shares held outside of the ESOT would by necessity be
discounted for their inherent lack of marketability.,
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m. THE COMPANY
History
Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used
in coating and other processes. In fiscal 1995, sales of solvents were $1,83 million, packagmg
— $.55 million and Bortz — $4.3 million.

Anchsm
F1993-1991

Note: Az of Fapuary 1, 1995, Borz and Packaging were
combined, which distorts F1995 comparisons with carlier years.

As illustrated in the above graph, there continues to be a relative and absolute decline in lower
gross margin commercial solvent sales since fiscal 1990, which sales mix change contributed to
a Company gross margin gain to 30-32% in fiscal 1993-1995 from 23-25% for several prior years.
Specifically, since fiscal 1991 solvent sales have fallen from $3.9 million to about $1.8 million,
wh:lepackagmgandﬂonualeahavegamedﬂﬂmﬂ]ionwﬁSmﬂhm(ashghtdechnnfmm-
fiscal 1994). Bortz is a packager of paint thinner and finishes for the consumer/retail market
and its gross margins are over fifty percent better than those for solvents. Anchem’s consum-
er/industrial sales mix is now 70/30, up from 50/50 in earlier periods.

Since the peak in 1982 at $16.8 million, Company dollar sales have fallen 61% to $6.6 million
in fiscal 1995. Physical volume has declined even more because of periodic price increases.
The 15-year sales drop reflects the loss of major accounts as many commercial customers moved
outofSoumﬂnGnhforMnorchangedmﬂrmpphermumeawayﬁomSoumunCahfmma The
ever-increasing environmental regulations in Greater Los Angeles have created an expensive and
difficult operating circumstance for chemical processors and distributors and their customers.
The 1990-93 recession in the region was also a factor. Management continues to emphagize less
environmentally sensitive consumer products.
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In 1995, Anchem had about 119 active industrial customers and 362 in the packaging division,
both down from earlier years but about unchanged from fiscal 1994. Most are located in Southern
California, Ellis Paint Company, owned by Robert Berg, an Anchem founder and shareholder,
is an important customer.

Anchem’s basic raw materials are these organic chemicals — propylene, glycol, toluene, ethylene
glycol, acetone, mineral gpirits, 1-1-1 trichloroethane, and alcohols. ‘These are forms of petroleam
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials.
The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each, Some of the storage tanks are not now used given the decline in sales
and volume since the 1980s.

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Fe Springs, California. The land, structures and improvements are Company-owned.
On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the
three founding and two current shareholders to the Company in consideration of three equal 14-
year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly
principal and interest payments of $72,000 equal the former rent paid to the partnership and the
transaction was therefore cash flow neutral to Anchem (on a pretax basis).

The land transfer price was determined by the three parties on other than an arm’s-length “third
party” negotiated basis and which basis was not specifically disclosed to the appraiser. Given
the property environmental clean-up yet to be completed and the land’s location next to a
Superfund site, the appraiser believes the independently determined fair market value (FMV) of
the real property may be below the $648,000 capitalized on Anchem’s financial statements as
of April 30, 1995. Therefore, the appraiser recommends that the ESOP Trustee obtain a real
property FMV from # qualified independent commercial real estate appraiser for reference in
preparing future ESOP valuations,

In addition to its Santa Fe Springs facility, Anchem rents a warchouse in Santa Fe Springs for
de-crating, and uses a Los Angeles public warehouse for distribution — replacing a terminated
warehouse lease with Robert Berg.

As of April 1995, Anchem had 28 full-time employees versus 21 a year earlier (plus temporary

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1,
1991. If the joint venture is still effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounts. In
the interim, both companies maintain separate operations (at Santa Fe Springs) and customers.
Through this affiliation, Anchem was able to broaden its product line to inciude epoxy products.
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On a combined basis, Anchem/Samson sales in fiscal 1995 were $10.1 million, indicating
Samson’s sales are running at $3.4 million annually. Samson’s income (as defined by the

agreement) is shared equally by the partners. In fiscal 1995, Anchem’ smmmesharewasbooked
at $120,000 versus $127,000 in fiscal 1994,

For further details on thig joint venture, see the November 1991 valuation report.
Anchem also has a distribution agreement with East Bay Oil, a Northern California chemical

distributor, and a Phoenix warehouse to further broaden its customer, business and geographic
base and replace lost sales in the Los Angeles Basin.

The Company senior management as of April 1995 consisted of;

John Locks President, CEO 1971 68
Robert Berg Secretary/Tressurer 1971 63
Robert Custer Preaident - Sameon Chemical 1990 62
Jamwe Locks Openaticns Manager 1985 31
Tim Mahoney Controller 1920 33

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides
important management and sales support for John Locke. Mr. Custer is concentrating on the
industrial market and Mr, Locke on retail and proprietary products. John Locke has indicated
that he may retire as an active officer in September 1996 when he tums 70 but plans to continue
as a consultant,

The Board of Directors consists of John Locke, Robert Berg, and Amold Rosenthal, all founders.
As of late 1994, Mr, Berg began taking a more active management role at Anchem.

As of April 30, 1995 there were 40,000 Class A and 14,065 Class B common shares outstanding
(excluding treasury stock) as follows:

Holder — Nuibes of Sharea
Jokm Locke 20,000 Ashares  37%
Robert Berg 20,000 A shares 37
ESOP 14065 B shares 26
Total 54,065 AXB shares  100%

Class A common stock is voting and Class B is nonvoting, Otherwise, the two classes are equal.
A valuation discount for the nponvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.

-9-
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The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which regulate Anchem’s operating and environmental activities. According
to management and SCS Engineers, its environmental consultant, as of April 30, 1995 the
Company had no environmental agency violations or citations,

However, beginning in fiscal 1993 and continuing into fiscal 1996, Anchem and SCS are working
with the California EPA on its on-site program to investigate for possible groundwater
contamination relating to an adjacent California Super Fund site (McKesson property). In this
connection, Anchem incurred state fees and incremental services from SCS.

The prior reports discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far have found soil and
ground water problems which have not been fully characterized. No major remedial work has
yet been undertaken. By 1998, Anchem could be required to start replacing its underground tanks
on a progressive basis. No specific funding for this project has yet been accrued by Anchem.

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consulting costs have
fluctuated but in fiscal 1994-96 are averaging $10,000 a month. SCS worked with management
and counsel on the S&T suit.

As of January 1995, Anchem is participating, as required by its major supplier contracts, in a
comprehensive storage, operational, health, safety, environmental and emergency response
program called "Responsible Distribution Process™ created by the National Association of
Chemical Distributors, who will sponsor on-site audite. A full-time compliance and zafety officer
reports to Operations Manager Jim Locke. Employee training for RDP is required. There have
been incremental costs for implementing the program, but Anchem hopes to realize some
economies and efficiencies from it.

Ongoing environmental encumbrances on Anchem’s business and profits have been reflected in
the valuation conclusions since fiscal 1989.

The Economy

The following analysis of the U.S. economy for the first quarter of 1995 is based upon a review
of current economic statistics, articles in the financial press and economic reviews found in current
business periodicals as compiled by Mercer Capital. The purpose of the review is to provide

a representative, "consensus” view of the current condition of the national economy and its
outlook.

Genergl Economic Overview. Real Gross Domestic Product (*GDP"), the output of goods and
services produced by labor and property located in the United States, increased at an annualized
rate of 2.8%, or about $38 billion, in the first quarter of 1995 according to estimates relsased
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by the Bureau of Economic Analysis. In the fourth quarter of 1994, revised real GDP increased
5.1%, or about $69 billion.

'The economy has slowed on the heels of Federal Reserve ("Fed®) actions that increased interest
rates for the seventh time over the last twelve month period. The reduction of growth represented
by the first quarter GDP indicates that the Fed may have succeeded in engineering a soft landing
for the economy whereby sustainable growth and moderate inflation prevail.

The index of leading economic indicators, the government's primary forecasting gauge, registered
its sacond consecutive monthly fall in March. So far this year, the index has fallen 0.2% and
0.5% in February and March, respectively, marking the first back-to-back fall in almost three
years. The index attempts to gavge economic activity six to nine months in advance. Three
straight moves in the same direction are said to indicate the general direction of the economy.
Despite the unexpected severity of the March decline, most economists view the current economic
gituation as having stabilized at a generally desirable rate of gmwth

The first quarter of 1995 saw heavy activity by a newly elected Congress to follow through on
campaign initiatives of attacking the Federal budget deficit, reforming governmental aid programs
and studying tax relief alternatives. Abroad, the dollar’s value plunged 20% against the Japanese
yen (to ali-time lows) and over 10% against the German mark, which prompted increased export
activity by U.S. companies, offering temporary relief to otherwise record-breaking trade deficit
levels. Despite somewhat diverging signals from the economy, consensus estimates continue to
place 1995 growth in the 2.5%-3% mange with inflation just above 3.0%.

Consumer Spending and Iflation. The seasonally adjusted annualized rate of inflation for the
first quarter of 1995 was 3.2%. This represents an increase from the 2.7% level for 1993 and
1994, There were mixed zignals concerning the pattern of near-term inflation. Among factors
conducive to moderate inflation were increasing unemployment, reduced manufacturing capacity
utilization and steady-to-falling producer prices for consumer and capital goods. Among factors
indicating higher inflationary pressure were low values for the U.$. currency against the yen and
mark and high core inflation (that excluding food and energy segments).

The Stock and Bond Markets. The stock and bond markets started slowly in anticipation of reports
on fourth quarter growth and inflation. Afier Fed action on rates in February, the stock market
began a rally that sent the Dow Jones Industrial Average to all-time highs, braking the 4000 and
4100 barriers for the first time, Most indices posted 8%-9% gains for the quarter. The bond
markets also rallied on sliding treasury yields which sent bond prices to six-month lows.

Interest Rates. The Pederal Reserve raised the discount rate by 0,.5% on February 1st to 5.25%.
This was the seventh increase in the last 12 months. The 30-year Treasury slipped to 7.45%
by the end of the quarter, down 0.63% from last November’s 4-year high.

i . ; zgte. In March, single family housing fell for the third
mnsemuvemomhtuanannuahmdmoﬂ 2 million homes. Higher mortgage rates are blamed

for the decrease. Sales of new homes made a modest rebound in March after February sales
plunged 12%. The average 30-year fixed rate mortgage was 8.45% in March.
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Employment. As expected, the unemployment rate increased to 5.5% in March. January
unemployment had surged to 5.7% before falling to 5.4% in February. The annualized rate of
new job creation slowed considerably during the first quarter. Through March, an average of
203,000 new jobs per month were created compared to 1994's record level of 300,000 per month.
Many analysts sce this as a major indicator of slowing in the economy.

. Economic growth, as measured by GDP, ran an annualized rate of 2.8%
for the first quarter of 1995. The significant reduction from fourth quarter 1994 GDP of 5.1%
reflects aggressive action by the Fed to control growth and contain inflation. Inflation increased
moderately to 3.2% and is believed to be under control. Most economists predict sustainable
growth in GDP of 2.5%-3.0% and inflation between 3.0%-3.5% for the balance of 1995,

Californiq Econonpe. As of summer 1995, California was continuing to recover from its most
serious recession since the Great Depression, and the improvement was beginning to match that
for the rest of the U.5. Severe cutbacks in defense and aerospace spending, military base
closures, out-of-state relocation of manufacturers and sofiness in the financial services, real estate
and other sectors has cansed the state’s unemployment rate to run 1.5 to 2 points above the
national rate. California employment in 1995 improved, however, with a pick-up in
entertainment, biotech, electronics and some service sectors. Southern California was more
severely impacted by the recession than the rest of the state. For 1996 economists are forecasting
that Califomia’s economic experience may exceed that of the U.S. Residential construction in
1995 remained substantially below the boom period of the mid- to late 19803 but some rebound
is expected in 1996,

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1991-
1995, These financial statements have been thoroughly examined and discussed with management.
A copy of the Company’s financial statement for the fiscal year ended April 30, 1995, as
amended, and prepared as a compilation (without footnotes) by Singer, Traynor & Co., CPAs,
is attached as Appendix I.

The results of our review and analysis of Anchem’s financials are contained in the exhibits
outlined below;

Exhibit A Comparative Income Statement, FY1901-1005
Exhibit B Comparative Balance Sheets, FY1991-1995
Exhibit C Selected Financial Ratios, FY1993-1995

These exhibits are presented at the end of this section of the report. The following comments
and observations are based upon Bramstedt & Associates’ review and analysis of the Company’s

financial statements. Saramco’s operations are not consolidated but are incorporated in a one-line
{miscellaneous) income entry, “income split - Samson.”
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Exhibit A contains Anchem’s comparative operating statement in terms of dollars and dollars
as a percent of sales for the period fiscal 1991-1995.

Angelgs Chemical Co.
Crom Profit & Salee
F1995-1991

L)

 Sales of $6.6 million in fiscal 1995 were down 5.2% from fiscal 1994, CdGSdmppedalﬁser
2.4% 1o $4.6 million (70.3%) in fiscal 1995. Gross profit fell 11% to $1.97 million (29.7%)
from $2.2 million (31.7%) in fiscal 1994.

Operating expenses dropped 8.3% to $2.2 million (33.6%) in fiscal 1995 due to lower salaries,
1abor costs and insurance, Professional services (legal cost) returned to more historical (pre-S&J
litigation) levels. Also, the Company reclassified in fiscal 1995 its contaminatiop and ¢lean-up
costs (of $168,000) to "other expense” rather than showing it as an operating expense.

The operating expense reduction did not offset the gross profit decling, which caused the fiscal
1995 operating loss to increase to $255,000 (3.8%) from a $211,000 loss (3.0%) in fiscal 1994
and as such was the highest operating loss since fiscal 1990, which is not directly comparable
because of Saramco (fiscal 1991 and beyond).

Net other income was down to $18,000 in fiscal 1995 from $173,000 (2.5%) in fiscal 1994
because of the reclassification and large amount ($168,000) of the contamination clean-up.
Interest expense was up $35,000 to $51,000 (.8%) in fiscal 1995.

Infiscal 1995, pretax and post-tax losses were $288,000 (4.4 %) and $289,000 (4.4 %) respectively
compared to a small $54,000 (.8%) deficit in fiscal 1994. The Company has recorded net losses
in three of the past five years although fiscal 1995 could have been break even excluding the
heavy litigation and clean-up costs, At April 30, 1995, Anchem has a net operating tax loss
carryforward for IRS purposes of $372,000 which may shelter an S&J court award or settlement
if it is taxable.
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Exhibit B contains Anchem’s comparative balance sheet in terms of dollars and dollars as a
percent of agsets for the period fiscal 1991-1995, Fiscal years 1992 to 1995 reflact the Samson
joint venture.

With the property acquisition at January 1, 1994, Anchem’s balance sheet profile changed with
an increased fixed plant component, although curment assets are still 73% of total assets of
$3.2 million at April 30, 1995. Also for the first time, Anchern has significant long-term debt
in the form of a 14-year 7.5% $611,000 note payable equally to two current and one former

shareholder — on which annual principal and interest payments aggregate $72,000. Thus Anchem
has become more leveraged and capital intensive.

At April 30, 1995, current assets were $2.3 million (73.2% of total assets), down 10.7% from
$2.6 million (75.7%) at April 30, 1994 as follows:

. Cash and equivalents — $79,000 (2.5%), down $266,000

. Accounts receivable — $780,000 (24.5%), down 35.4%
as a delinquent receivable was cleared up

. Inventories — $1,01 million (31.7%), up 14.2%

. Prepaid expenses/deferred charges — $462,000 (14.5%), up 161%
(see Schedule 2, Appendix I for list of deferred charges)

At April 30, 1995, net fixed plant rose modestly to $823,000 (25.8%). Other assets (Samson
investment) were up slightly to $32,000 (1.0%). Total assets fell 7.7% to $3.19 million,

Current liabilities at April 30, 1995 were $1.13 million (35.7% of total Habilities and equity),
up 4.7% from $1.08 million (31.5%) & year earlier as follows:

Accounts payable — $997,000 (31.3%), up 15.4%
Drum deposits — $7,000, down $61,000

Note payable (insurance) — $62,000 (2.0%), down 27%
Accrued expenses — $44,000 (1.4%), unchanged
Current portion - debt — $27,000 (.8%), up 8%

The long-term note of $584,000 (18.3%) at April 30, 1995 was down 4.4%.
Shareholders® equity fell 16.5% o $1.45 million (46%) on the net loss.
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Exhibit C presents selected financial and operating ratios for fiscal years 1995-1993. It shows
some deterioration of the previously strong current and quick ratios to 2.05X and 0.76X
respectively at April 30, 1995.

Angeles Chemical Co.
Working Capite
E1993-1991

Working capital, which is composed primarily of accounts receivable and cash and equivalents,
fell 21,.7% to $1.2 million. The sales to working capital ratio increased to 5.5 times from 4.6
times at April 30, 1994, If combined Samson/Anchem sales of $10.1 million are used, the fiscal
1995 sales/working capital ratio is 8.4X. Inventory turms dropped to 4.6 times during fiscal 1995
from 5.4 times in fiscal 1994 on lower sales and higher inventory.

Appendix I contains a statement of cash flows for fiscal 1995 which is summarized and compared
to fiscal 1994 and 1993 as follows:

E1995  FEl94 = E1993

—(M)—
Net cash from (used):
Operating activities ¢2711) 5@ $(122)
Tavesting activitios 54 (599) 131
Finsncing sctivities ety 538 A3
Net change in cash 3268 5.2 .24

The large net loss of $289,000 created net cash used in operating activities of $271,000. Affiliate
(Samson) distribution created net cash from investing activities of $54,000. A decrease in notes
payable generated $48,000 cash used in financing. For the year, cash decreased $266,000.
Overall corporate liguidity declined in fiscal 1995 and Anchem’s debt/equity ratio rose slightly
to 0.4:1.

Management provided no specific operating forecast for fiscal 1996. As of fall 1995, the
Company may have obtained about $700,000 (annual) of new packaging business in Southern
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California. It was also negotiating a split profit alliance with a Bay Area dealer for $1 million
of new packaging sales. The Company is negotiating for a bank credit line to support this new
bugsiness.
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ANGELES CHEMICAL CO.
Exhibit C

Selpcted Ratic Anatyels
EY1995-1993

FY &/30:
Uiguigity Retice

Current
{Current Axsets divided by Current Liabilities)

Quick
(Cash & Accounts Recelvable divided by Currant Liabilitles)

Working Capital (3000)

Sales/Recefvables
{Sales divided by Accounts Receivable)

sales/Morking taplital
(Sates divided by Working Cepital)

Cost of Goods Sold/inventories
(Cost of Goods Sold divided by Inventories)

foverans Ratios
EBIT/Interast

{Earnings befors Interest & Tax divided by interest Expense)
Cash Flow/Maturfty LTD

(Mat Income + Depteciation Experwes
divided by Mote Paysble and Currsnt Dsbt)

Leverage Ratios

Dabtdorth
(Total Lisbilities dividad by Net Worth)

Long-Term Lisbii{itiss/orth
(LisbiLitias ovar ona yaar divided by Nat uWorth)

Qoerpting Ratice

Total Asaat Turnover
{Snlea divided by Avarags Total Aageta)

Returmn on Equity
{Mat Income divided by Average Stockholders’ Equity)

Return on Assats
{Net Tncome divided by Average Assets)

N.A. = Not applicable
Neg. = Negligible
Now. = Nom{ral

SOURCE: Company statamants and Bramstedt & Assocliates.
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YALUATION

In arriving at a minority interest fair market value determination for Anchem, Bramstedt &
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to
the valuation of closely held companies and in the Department of Labor’s (DOL) proposed
regulations on * Adequate Consideration™ as they relate to the valuation of securities for Employee
Stock Ownership Plan purposes. ‘The following comments represent our findings with regard
to those specific factors ontlined in Revenue Ruling 59-60 and the DOL’s proposed regulations
on "Adequate Consideration” as they pertain to the valuation of Anchem. The following
references to Revenue Ruling 59-60 implicitly include the DOL’s proposed regulations.

Book Value

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely
held company. Anchem’s stated book value was $1,446,003 or $27.11 a share as of April 30,
1995,

Normally, book value or adjusted book value is not afforded much weight or consideration in
the valuation of an operating company such as Anchem. Such type companies are normally valued
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose
to use book value as fair market value for ESOP purposes as of April 30, 1987 and has used it
as a valuation reference since then.

Revenue Ruling 59-60 suggestsmatthéappmiseroonsiderdividmdsanddividendpaying capacity
in valuing closely held securities. Anchmhasmordedamallpmﬁtmmﬂytwoofﬂmpast
five years.

The Company has not paid any dividends on its common stock and has no intention of changing
this policy at this time. This policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend income.

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater
veturn than dividend income invested in other investment opportunities with similar risks
and prospects. Consequently, shareholders will ultimately benefit from the current policy to
reinvest earnings in the Company’s growth rather than to pay cash dividends.

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of
corporations engaged in the same or a similar line of business having their stock actively traded
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive
search for comparable public companies which'can be deemed to be similar to Anchem. No single
company proved to be a worthy publicly traded comparable. Public companies are generally much
larger and more diverse both geographically and in business operations.
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Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow,
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow
is pretax income plus profit share/ESOP contribution plus depreciation. Depreciation in fiscal
1993, 1994 and 1995 was $44,000, $49,000 and $50,000 respectively. ESOP contributions were
$16,200 in fiscal 1993, $8,000 in fiscal 1994 and none in fiscal 1995. Anchem’s earnings and
cash flow as just defined for fiscal 1995 to 1993 are shown below:

e, G258 Flow
Eacied Hat Incoms (Loas)  Avalisble After Tax
F1995 (5249,000) 2 (B8 % (3N
F1994 €54,000) 3,000 €5,000)
Fi993 42,000 113,000 93,000

Hote: Figurss have basn roundsd,

Because of the erosion of the Company’s earning and cash generating power, the application of
the income methodology is not now being used.

Yaluation Issues — General

Du¢ t insufficient demonstrable eaming power end thin cash flow prospects, Bramstedt &
Associates and the appraiser once again must look to the balance sheet (asset approach) for
valuation purposes as in fiscal 1993 and 1994 when we employed an adjusted or modified book
value approach,

Generally, capitalization of income and cash flow streams is the appropriate methodology for
determining the equity fair market value of an operating company such as Anchem. The decision
to utilize adjusted book value and working capital in the recent past is based on the factors
discussed in these and prior reports and the appraiser’s experience and knowledge in deriving
equity values of closely held companies.

Since the Company "booked” the underlying real estate with the related debt in fiscal 1994, the
valuation method was reexamined for fiscal 1994, As Anchem has long-term debt, working
capital does not accrue directly to the shareholders and it was therefore not applicable as an equity
value indicator as was the case in fiscal 1993’3 valuation study. An adjusted book value method
is employed.

The significant contingent asset created by the Los Angeles Superior Court jury award of $600,000
(with accrued interest) (sec page 4) is a valuation consideration at April 30, 1995. The best case
is that the Appeals Court upholds the lower court award sometime between April and December
1996 or twelve to eighteen months after the valuation date. The gross proceeds (less legal
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expenses and possible taxes) could be applied by the Company in several ways (not necessarily
all inclusive):

. Remedial work and storage tank replacement

L Paydownalmreholdermtasurhankdebt

L General capital improvements to increase operating efficiency

o Repurchase company/ESOP stock from John Locke at retirement or from Robert Berg

The decision and discretion on the application of a jury award clearly rests with the control
shareholder/officer(s) John Locke and, conceptually, Robert Berg.

Under the best case appeals court outcome (which would occur at least a year from the valuation
date), a minority Anchem sharcholder — the ESOP — may not receive any direct financial benefit
except that the Company’s overall economic position would be enhanced and financial risk
lowered.

Alternatively, an out-of-court settlement at a lower figure than $600,000 would be less
economically beneficial to the Company and its sharcholders. The Appeals court could remand
the case to Superior Court for retrial with no funds available for the above or other corporate
purposes, '

Accordingly, after congidering all the facts and information reasonably known to him, the
appraiser did not specifically quantify the contingent asset at April 30, 1995 for ESOP (minority
interest) valuation purposes. However, as discussed below, the appraiser has accorded the
contingent asset some implicit recognition. Under this approach, receipt by Anchem of all or
part of the jury award should have a positive equity valuation impact at the concurrent valuation
date. Total denial of the financial award would not in and of itself be a material negative

Yaluation Conclusion

At April 30, 1995, Anchem’s stated book value was $1,466,003. To this is applied progressively
a 10% “hiquidation" discount and a 10% restricted marketability discount, below or the same as
the discounts used in the fiscal 1993 and 1994 valuations.

The appraiser did not widen these discounts in recognition of Anchem’s declining operating and
financial condition because of the possibility of a favorable Spencer & Jones litigation outcome.

This produces an indicated fair market value (FMV) for ESOP purposes of the equity
ownership of Angeles Chemical as of April 30, 1995 of $1,187,463 or $22.00 (rounded) per
share on 54,065 A and B common shares outstanding. This is 81% of book valne and 18%
of sales (see page 3).
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Unlike years prior to fiscal 1994, the appraiser has not applied a 10% goodwill premium to the
adjusted book valve given: (1) the fiscal 1994 sales decline; (2) the ongoing environmental ¢lean-
up and compliance costs and exposure; and (3) the increased business and investment risk created
by the property purchase and related debt assumption.

Stated Book Valne $1,466,003

Less, Liquidation Discount (10%) 146,600
Subtotal $1,319,403

Leas, Marketability Discount (10%) 131,940

Indicated FMV $1,187,463

On 34,065 A&B Shares 52200 ®)

(R) = Rounded

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee set
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five
annual cash pay-outs commencing on the first anniversary of termination. Terminated plan
participants sell 20% of their stock to the ESOP in each of five years at the fair market, value
applicable for each year. Accordingly, the above derived value reflects a discount of 10% or
the same as applied at Aprii 30, 1994, This marketability discount conceptually reflects the time
value of money under the deferred pay-out program now in effect.

Recent Stock Sale and Valuation

Revenue Ruling 59-60 suggests that arm’s-length sales to knowledgeable unrelated third parties
in the recent past would be a basis for valuation.

There have been no such recent transactions.

20-
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CONCILUSIONS

Based on our experience and general knowledge in determining the value of closely held
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical
Co. for ESOT purposes is $1,187,463 or $22.00 per share as of April 30, 1995 on 54,065 Class
A and B shares outstanding. This valuation is based on an adjusted or modified book value
approach.

Specific positive factors concerning Anchem were: some apparent operational and environmental
stabilization; the profit and other benefits from the Saramco affiliation; a recovering California
economy; potential new business in fiscal 1996-97; and the possibility of a Company-favorable
resolution of the Spencer & Jones litigation sometime during 1996.

Unfavorable factors were; the 18% fiscal 1993-95 sales drop and fiscal 1994-95 lpsses; no
visibility for real earnings generation; negative returns on capital and equity; the hostile operating
environment for small chemical processors in heavily populated urban areas such as Los Angeles
with the attendant ongoing compliance costs; and the fiscal 1995 decrease in corporate liquidity.

This valuation is as of April 30, 1995; and, since it is based upon recent financial statements,
it should be valid for the near future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditions can change and invalidate this evaluation.
Federal regulations require that the Company’s common stock be reevaluated at least annually
for ESOT purposes.
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
300 Citadel Drive, Suite 300
Los Angeles, CA 90040

November 21, 1995

Anpeles Chemical Co., Inc.
8515 Sorensen Ave.
Santa Fa Springs, CA 90670

The accompanying balance sheets of Angeles Chemical Co., Inc. as of April 30, 1995 and April 30,
1994 and the related statements of income and retined earnings and cash flow for the years thea eaded,
have been compiled by us in accordance with Statements on Standards for Accounting and Review Servieas
issued by the American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information that is the
rapragentation  of munagement. We have not audited or reviewed the accompanying financial statements
and, accordingly, do not express an opinion or sny cther form of assurance on them.

Management has elected to omit substantially all of the disclosures required by generally accepted
accounting principles. If the omitted disclosuzres were included in the financial statemments, they might
influence the user's conclusions about the Compeny's financial position and results of operations.

Accordingly, these financial statements are not designed for those who sre not informed about such
matters.

6 ;V‘%ﬂ*rﬁwé’ Co -
Singer, Traynor & Co.
Certified Public Accountants
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Angeles Chemical Co., Ing.
BALANCE SHEETS
April 30, 1995 and April 30, 1994

SEE ACCOUNTANT'S COMPILATION REPORT

SSETS
1995
CURRENT ASSETS
Cash 78,714.32
Accounts Receivable (Net of Bad Debis Allowances of
$5,000.00 and $5,000.00, Respectivaly) 780,060.21
Inventories 1,012,310.16
Due from Stailion Tank Lines, Inc. 49,841.28
Due from Samson 259,210.16
Dus from Other
Fmployee Advances 16,970.96
Deferyed Charges - Schedule 2 135,520.52
Franchise Tax Prepayment
TOTAL CURRENT ASSETS 2,332,627.61
EIXED ASSETS (at Cost)
Land 648,000.00
Office Trailers 99.568.00
Trucks & Autos 189,801.00
Tanks & Plant Equipment 822,673.00
Fumimre & Fixtures 237,148.00
Plant —365.599,00
TOTAL 2,362,789.00
Less: Accumulated Depreciation 1,540.099.00
BOOK VALUE 222 ,690.00
OTHER ASSEIS
Deposits 2,380.00
Investment in Samson _29.113.87
TOTAL OTHER ASSETS 3].693.87
IQTAL ASSETS 3.187,011.48
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts Payable 997,558.73
Acerued 1iabilities - Schedule 2 44,049.42
Note Payable 61,647.92
Drum Deposits 6,905.00
Term Debt « Current - Schedule 2 _27.105.66
TOTAL CURRENT, LIABILITIES 1,137,266.73
IERM DERT - Schedule 2 581,741,556
SHAREHOLDERS' EQUITY
Common Stock, $0.10 Par Value; 1,000,000 Shares Authorized:
54,065 Shares Issued & Ouistanding 5,406.50
~ Paid-In Capital 105,723.80
Retsined Earnings 1.354,872.89
L 5 ' 3
TOTAL PIABILITIES & SHAREHOLDERS' EQUITY 3,187,011.48

1994

| 344,736.75

826,603.18
8856,014.45
62,015.51
313,390.80
4,897.14
11,628.56
162,935.41
2,369.00
2.614,560.80

648,000.00
99,568.00
161,272.00
801,992.00
230,556.00
358,956.00
2,301,344.00
1.490.266.00
£11,078.00

2,580.00

—24,221.01
—.26,807.07

3,452.475.87

| 864,418.86
44,482.96
85,010.68
67,556.53

- 25,132.93
1,086.621,96

610,847,22

5,406.50
105,723.80
1,643,876.39

1.755,006,69
3,452,475.87
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Angeles Chemical Co., Inc,

A ENTS _OF IN AINED TNGS
the s B il 30, 1995 il 30 4
1995 %
5,615,466,19 100.00
;. CO L] 4,648,193 08 70.26
GROSS PROFIT L961.273.11 2974
ERATIN NSES
Salaries & Wages 493,900.62 7.47
Compensation  Insurance 32,0n.93 0.48
CQutside Labor 266,072.93 4.02
Insurance 122,209.27 1.85
Truck Expense 208,772.39 316
Freight 154,774.21 2.34
Commissions 165,681.53 2.50
Rent 75,380,320 1.14
Repairs & Maintenance 119,641.56 1.81
Plant Expense 108,464.48 1.64
Printing Expense 11,723.21 0.18
Tank Testing & Lab Expense 25,479.97 0.39
Anto & Travel 34,464.09 0.52
Bad Debts 3,451.39 0.05
Bank Charge 106.81
Telephone & Vtilities 45,269.50 0.68
Depreciation 49,833.00 0.75
Payrotl Taxes 49,060.,38 0.74
Professional Services 54,714.20 0.83
Taxez & Licenses 43,606.43 0.66
Business Promotion 29,703.27 0.45
Office Supplies 25,724.52 0.39
Computer Expense 40,530.05 0.61
Advertising 11,752.55 0.1%
Profit Sharing Expense (467.00) (0.01)
Employss Welfare 13,585.62 0.21
Dues & Subscriptions 9,480.56 0.14
Equipment Rental 21,430.68 0.32
Seminars & Mectings 4,982.00 0.08
Donations 735.00 0.0}
TOTAL OPERATING EXPENSES 2.2722.162.45  33.59
OPERATING (LOSS) (254,889.3¢)  (3.85)
OTHER_(EXPENSES) INCOME - Schedule 1 416  (0.50)
0858 R T, (288,203.50) (4.35)
Provision for Income Taxes £00.00 0.01
58y T GS {289,003.50) {4.36)
RETAINED EARNINGS - BEGINNING 164387639
R EA - END 1,354,872 89

SEE ACCOUNTANT'S COMPILATION REPORT

6.975,932.38
4,764,547,39
2.211.384.99

416,243.63

309,052.73
166,414.61
170,364.87
125,771.21
175,671.76
186,443.16
123,282.30
97,508,46
21,153.02
30,271.15
44,657.76
4,750.57
1,207.54
44,352.58
49,233.65
38,452.60
223,056.99
32,961.37
21,458.91
20,978.45
53,961.01
17,175.56
£,000.00
9,415.53
9,006.75
15,223.10
5,385.50
715,00
422.235.77
(210,850.78)

157,207.83

(53,642.95)
20

(54,442.95)

1.608.319.34
1.643,876.39

100.00
68.30

31.70

3.96

4.43
2.39
2.44
1.20
2.52
2.67
1.77
1.40
0.30
0.43
0.64
0.07
0.02
0.64
0.7}
0.55
3.20
0.47
0.31
0.30
0.77

0.11
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QPERATING ACTIVITIES

Net (Loss)

Adjustments to Reconcile Net (Loss) to Net Cash
Provided by Operaling Activities:

Equity in Income of Affiliate

(Gain) on Sale of Depreciable Assets

Depreciation
1) RATIONS
CAS OVIDED (USE RATING ASS BILITIES:

Decrease in Accounts Receivable

(Increuss) Decrease in Inventories

Decreass in Deferred Charges

Decrease in Other Cumrent Assets

{Increase) in Other Asszets

Decrease in DBrum Inventory

(Decrease) in Accounts Payable

{Decrease) Increass in Accrued Liabilities

Increase (Decrease} in Customer Deposits

{Decrease) Incremse in Franchize Tax Payable

oV OPERATING _ASS LI TTTES

N SH (USED B NG _ACTIVITIES

INVESTING ACTIVITIES

Distributions from Afhliate

Proceeds from Disposal of Property, Plant & Equipment
Purchase of Property, Plant & Equipment

AS v SED) BY VITIES
FINANCING ACTIVITIES
Increase in Notes Payable
{DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

NID CAS Vv - NG

ND Ulv -
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid During the Years Ended April 30, 1995 and April 30, 1994 for;
Income Taxes
Interest

SEE ACCOUNTANT'S COMPILATION REPORT

(289,003.50)

(119,965.13)

-49,833.00

(359,135.63)

46,542.97
(126,295.71)

27.414.89

65,900.61

133,139.87
(433.54)
(60,651.53)
—2.369.00
£7,995.56
(271,140.07)

115,078.33
445.00
33,633.33

(48.515.69)

(266,022.43)

344.736.75
78,714.32

————

51,525.00

—1994
© (54,442.95)

(127,100,9%)
(1,927.00)
49,233.65

(134,237.28)

152,185.50
118,831.62
28,575.04
128,853.43
(2,580.00)
5,680,883
(247,856.98)
(62,503.90)
7,871.53
{4,100.00)
124.957.42
{9,279.86)

126,560.1%
2,718.14

(728.193.00)
(598,914.67)

635,964.72

27,770.19
316,966.56
344,736.75

}6,035.71
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Angeles Chemical Co., Inc.

OTHER_[NCOME (EXPENSES) Schedule |
ears Ended il_30, 1995 i 4
1995 % 1994 %
Incoms Split - Samson 119,965.13 1.81 127,100.98 1.82
Terminating Charges 32,143.29 0.49 37,567.90 0.54
Interest Income 6,630.57 0.10 6,932.98 0.10
Claims Expease (8,576.10) (0.13)
Compensation Insurance Dividend 36,322.81 0.55
Contemination Expense (168,443.00) (2.54)
Gain on Sale of Fixed Assets 1,927.00 0.03
Miscellaneous Income 168.14 389.60 0.01
Miscailaneons Expense (674.92) (0.01)
Interest Expense (51,525,00 ©.78) (16,035.71) (0.24)
NET _OTHER. (EXPENSES) INCOME (33,314.16) (0.50) 157.207.83 2.25

SEE ACCOUNTANT'S COMPILATION REPORT
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A 5C ULES
Apeil 30, 1995 and April 30, 1994

DEFERRED CHARGES
Property Taxes
Inmurance
Lease
Excise Tax - Fuel
Taxes & Licenses
Compensation Insurance
Other

TOTAL
AGCCRUED LIABILITIES
Commissions
Payroll Taxes
Sales Taxes
Payroll
ESOP Expense
Other

TOTAL

—CQupent

IERM DEET
1. Locke 9,035.22
A, Rosenthal 9,035.22
N. Spieler, Trustee _9.035.22

TOTAL 27,105,66

—Current

IERM DEBT
J. Locke 5,384.31
A. Rogenthal §,384.31
N. Spieler, Trustee 8.384.31

TOTAL 25,152.93

SEE ACCOUNTANT'S COMPILATION REPORT

.. Inc.

Schedule 7

1995 1994
1,922.22 1,472.26
95,511.00 113,974.00
£18.00 2,798.13
16,843.39 4,154.45

622.00
5,170.64 5,667,13
14,933.27 34,869.44
135,520.52 162,935.4]
5,801.90 10,245.94
B658.36
9,590.80 2,548.82
7,011.25 5,345.51
6,850,00
71.645.47 18.624,33
44.049.42 44.482.96
1995

Temm Total
194,580.52 203,615.74
194.580.52 203,615.74
194.580.52 203,615.74
583 T41.56 §10.847.22

1994

Term tal
203,615.74 212,000.05
203,615.74 212,000.05
203.615.74 212.000.05
610,847.22 636,000,153
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BRAMSTEDT
and Associates Incorporated
Financial Consulting

Buslness Valuations

Financlal Analysis

Qualifications of
Bramstedt & Associates, Inc.

Eric M, Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr, Bramstedt was
a senior security analyst and officer of three San Francisco based institufional research firms
including Sutvo & Co. He has prepared over 500 business valuations of closely held companies
for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans (ESOPs),
buy/sell agreements, marital dissolutions, litigation support, and others. These valuations have
covered a broad scope of closely held and public companies including several Forrune 1000
listings, Mr, Bramstedt possesses in-depth knowledge of ESOP functions, structuring and
valuation through fifteen years of extensive experience with four leading ESOP design and
valuation firms—Sansome Street Appraisers, Inc. (Menke & Associates); Kelso & Co.; Houlihan,
Lokey, Howard & Zukin; and Private Capital Corp. This experience includes work for an
employee coalition’s proposed ESOP buy-out of Eastern Airlines.

Mr. Bramstedt has provided business valuation and financial consulting services to companies
in manufacturing, foundry, retail trade, commencial banking, archlmctureandmgmeenng

technology, distribution/manufacturer’s representative, oil and oil service, health care, forest
products and building materials, construction and contracting services, newspaper publighing and
commercial printing. Mr, Bramstedt is a specialist in transportation, particularly trucking. Clients
have included major domestic and internatiopal transportation companies for acquisition,

investment banking, ESOP and other applications. He is editor of C‘aI-Tips, an operating and
financial study of the California less-than-truckload business.

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and 2 member of the Institute of Chartered
Financial Analysts, the Association for Investment Management and Research and the Transpor-
tation Research Forum, and is a charter member and President of the Valuation Roundtable of
San Francisco. He holds a Bachelor’s Degree in Economics from Stanford University. Mr.
Bramstedt has appeared as an expert witness before the California Fublic Utilities Commission
and in civil court on matters of economic damages.

2402 Vista Del Mar Lane Tiburon, CA S4820-1208 Tel 4154550438 Pax 4154322438
114 Sansome St.. Sulte 806 San Pranclaco, CA 94104-3818 Tel 4153629900 Pax 415-362-8492 )

BR0O01461






H

L e %73%1

ik~
%mw bt
wﬁﬂﬁ/‘w
Iffcﬁ;éM%‘) = O T 7

-A%“—»‘U———gv;w—,-/ _/Q,w-,w vea-v ML FM(/
. WWW@J

| l. : | Mﬁm w S‘/é/ fﬂ@ﬂ)wnj

BR001462



)

(/% —~ ;;y_’-ﬂif) |
Iz 2./% 7262

S o 51/?-/#‘/‘2.5

BR001463



- Eme Tl QbA

ﬁa.;l/gﬁ o

Mcgo ?ﬁfj_%7d N -
LS eoff "&’W'f’&“vw

ﬁm ('a i .,,é’:,._b_,_,yd,w Jo ocd

- ....--ﬁ-,.-y,w-'-mam %.,C-./

%-V }Jaadad '. o

e 270 )

BR001464



i - .
; . . " : . 1

[ A -
SRk i TEiE T Ersteri Ayt

m)

WD

/3,/7;,. W@..M,._, JW
- MmﬂwMMj sy,
g i e A S S

a’w m/...uz;;ﬂ

MM ‘
w:;wﬂw— Lo bon qpaza/
-f”" g o, 000 WW

C&mﬁmf MM "/....,,..._x/"

/Q-Mnx-...-\

BR001465



M«-— : ) Sfﬁ%

e e———

, ‘ ﬁ | | ﬂ/"‘“"/ﬁ"/

'i ﬁﬁ./-ww?g . _ ':5._-‘M 4”«‘&—'

Lo C’FMWF 7—‘?' _ - T 4{14”47/ -

" /) M%M !-/57/3-”“«-' /.2-% Z4s3- B0 T )

R e et

_,&zz:
MMW

s qu Lo (WA20)

"‘ ¢ Poguns 20055 H L |

| _.ﬁkw |
WWMMM_A" o

WM LLE .

) }“ﬂﬂm{—— ;Z WWJ_%«A—-U

| - sl fol) e %/w%

e i Sk

‘ f _,‘_,_;f‘.__,' -M!Gaﬂc.c«.-aﬁt ,%, MM{'UA/‘
BRO0O01468




Mm,z.? PUE IR

7] g ﬁ)/%uu— %M e Ff?ﬁ:s Y Lpoppere |
A o WW
A‘M@m /975’:#/#'.-»;

et miranad? _ ..ﬂfd'alr'
@Wﬁﬁwﬁ ’ “J?*/_

MJMMM

MMM%I&KPG' d‘ﬂﬂf.»i-—dm—z— [-FZ]

M— Lﬁd.?m&.»é) m...?:ﬂaaa.-

g s Comre i {MM%%W

BR0O01469



P R

v —4/:’3:/@( foie Ly Conilon
' 41 //f:,.»/;_s*‘

i ZF Cvimdipge 950s)

CR) B0 4270848

Lol ;ﬁz—ﬂ'ﬁ@%&:@émé_w_
Dt i

PA P

./ xs/m/ (ve e m..z;;) (o MM

. MM_@W =P

M"’“’Mﬂ—@ﬂéﬂﬂ-“?ﬂ /—g /998,

. .Sndj-c—JWmM /dé‘ﬂwm

fma#@u%

2 )

zwv./}ﬁt_.)

MMWM M

M,UMMMJ

&{M jﬂﬂ;ﬁu O s —‘%t---"’v Rl e Yo -A'j

MMW mwd( *VJW(H—Z::-&&%

. s (flﬂ( MWM/FM

Aé-«ﬁ—-z:-aw U—-ﬁ-ﬂa@-—% 2 e BAtbes

BR001470



: RESPONSIBLE DISTRIBUTION PROCESS®
DOCUMENT CONTROL AND SYSTEM VERIFICATION
SUGGESTED PROTOCOL

Documentation

in order to control documents and records the systemn must explain how to
maintain, identify, collect, index, fils, store, change; retrisve and dispose of documents
and records.

Records and Process Verifications

Certain records must be maintained to demanstrate compliance with required
practices and to verify effective operation of the system. Examples: inspection reports,
test data, qualification reports, validation reports, audit reports, material review reports,
calibration data, systern costs reports.

Records should be maintained for a specified period, be retrievable for analysis,
to identify trends or the need for corrective action.

Corrective Action

Need & standardized pracedure for corrective action in cases of non-conformance.
Include assignment of responsibility, evaluation of importance, investigation of possible
causes, analysis of problem, preventive action, process control, permanent change.

Permanent changes resulting from corrective action should be recorded. It may
be necessary 1o revise the procedure used to detect or eliminate potential problems.

Auditing

Specify areas and activities to be audited. Auditing personnel must be qualified.
Indicate when audits are to be conducted and have procedures for reporting findings,
conclusions and follow up on corrective action. ‘

BR001471



Page 2

January 18, 1954
Document Control and
System Vertfication

. Suggested Protocol

Equipment must be calibrated, receive periodic adjustment, repair and re-
calibration, as specified by manufacturer, Documertary evidence must be kept for
services provided, The calibration method must be traceable to known Standards.

Statistical Methods
Application of statistical methods will verify that the system is in control.

Applications may include process control, quality determination, data analysis,
performance assessment or defect analysis.

Protocol subject to revision
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1.

COMPLIANCE REVIEW & TRAINING

o r— e e

SAFETY
Which of the following documented policies/procedures do you have at your facility?
Under B
Development req:fmcy
{Completion | Documented |N/A

In Effect Date) Training
Waork niles and regulations
Safety and loss prevention

New employee orientation

Accident reporting

Follow up investigation of accidents

Emergency contingency plans (29 CFR 1910.165)

Notification(s) in event of transportation emergencies

Spill reporting by emplayees

Routine safety equipment inspections

Material Safety Data Sheets (available to all employees)

Confined Space entry (29 CFR 1910.146)

“Hot Work” (29 CFR 1910.252)

Lock out/Tag out

Respiratory protection

Hazard Communication

Risk assessment

Working surfaces (29 CFR 1910.21-31)

Powered platforms (29 CFR 1910.66-70)

Fire protection systems (29 CFR 1910.155-165)

Personal protective equipment (29 CFR 1910.132-140)

Securing compressed gas cylinders (29 CFR 1910.166-171)

Farklift & crane operator (29 CFR 1910.178-179)

HAZWOPER Training (29 CFR 1910.120)

PSM requirements (29 CER 1910.119)

Medical services & first aid (29 CFR 1910.151)

Air contaiment (29 CFR 191031000) .

Occupational noise exposure (29 CFR 1910.95)

RIRINIR M| Z|SIS|H]R R[] Z|Z]5 |27~ = om || 0= >

Other (please specify)

(This question ia idantcal to Section 4, Cuestion 1/ Saction 5, Quastion 1 / Section 7, Question 1)

ISSUEDATE 872494 REVISEDDATE [/ /

COMFPLIANCE REVIEW & TRAINING Page 2.1
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As a member of the National Association of Chemical Distributors, this company is

NACD Responsible Distribution Processe

Guiding Principles

committed to continuous improvement in the chemical distribution industry’s responsible

management of chemicals. We pledge to manage our business according to these

principles.

1.

To recognize and respond to community concerns about
chemicals, their handling, and transportation.

To make health, safety, and environmental considerations a
priority in our planning for all existing and new operations,
products, processes, and facilities.

To inform emergency response officials, employees,
customers, and the public of manufacturer’s information on
chemical-related health or environmental hazards, and the
mamfacturer’s recommendations on protective measures.

To counsel customers, in accordance with mannfactarer’s
recommendations, on product stewardship including handling,
use, transportation, and disposal of chemical products.

To operate our plants and facilities in a manner that protects
the health and safety of our employees, the public and the
environment,

To cooperate in resolving problems created by past handling
and disposal of hazardous chemicals.

To participate with government and others in creating
responsible laws, regulations, and standards to safeguard the

_community, workplace, and environment.

To promote the principles and practices of Responsible
Distribution by sharing experiences and offering assistance to
others who produce, handle, use, transport, or dispose of
chemicals. )
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NACD Responsible Distribution Processe

Cammitmeni Statement

I have reviewed the National Association of Chemical Distributors’ documents for the
NACD Responsible Distribution Process®, The signature below attests to corporate
support for the Responsible Distribution Process®, the Guiding Principles, and the Code
of Management Practice. The company will make its best efforts to comply with the
Code of Management Practice within the target dates specified on this signed document.
The following are the steps involved in the process of implementing and working toward
the objectives of the Responsible Distribution Process®. The milestones are related to
the time schedule for each milestone and the delivery of process gnidance materials from
NACD. Interim self-evaluations will be required at six month intervals: January 1 and
July 1 of each year.

Schedule of Commitments o Milestones

Milestone 1: The company’s Responsible Distribution Company Code
Coordinator is designated.

Milestone 2: The designated Company Code Coordinator has attended an
NACD-sponsored training semtinar.

Milestone 3: The requirements of the Process are reviewed with the management.

Milestone 4;: Management conducts an initial assessment of the company’s
compliance with the Process.

Milestone 5: An action plan to implement the Process is completed.

Milestone 6: The company is in compliance with the Process.
(See "Full Compliance Timetable")

Milestone 7: The program of planning and executing action is repeated and re-
assessed annually.

Signed on behalf of
(Company}
(Name) (Posrtion)
(Signature) ' (Date)
-7-
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NACD Responsible Distribution Processe

Full Compliance Timetable

All companies joining the Association on or before December 31, 1992 must be in compliance
with the Responsible Distribution Processe by January 1, 1995, just as current members of
NACD are required to do. Members joining on January 1, 1993 or later must be in compliance
by the deadlines outlined below. Therefore, all new members will have a minimum of two years

and a maximum of three years to achieve compliance.

For example, a company joining NACD on June 30, 1994 will have until January 1, 1997 to be in

compleie compliance with the Responsible Distribution Processe.

New Members Joining NACD

January 1 - December 31, 1952
January 1 - December 31, 1993
January 1 - December 31, 1994
January 1 - December 31, 1995
January 1 - December 31, 1996
January 1 - December 31, 1997
January 1 - December 31, 1998
January 1 - December 31, 1999
January 1 - December 31, 2000

etc.

January 1, 1995

January 1, 1996

- January 1, 1997

January 1, 1998
January 1, 1999
January 1, 2000
January 1, 2001
January 1, 2002

January 1, 2003
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NACD Responsible Distribution Processe

Code of Management Practice

Each member company shall have an active program designed to continuously improve
safety and reduce incidents. This program shall include: :

I. Risk Management

A.

Senior management commitment, through policy, communications, and
resources, to on-going improvements in chemical distribution safety.

Regular review with manufacturers of the hazards of materials, the
likelihood of accidents or releases, the potential for human and
environmental exposure from release of the materials, and the route and

method of transport.

Identification and implementation of risk reduction measures.

. Compliance Review and Training

A process for monitoring regulations and industry standards for their
application to chemical distribution activities.

A process for implementing applicable regulations and standards that apply
to chemical distribution activities.

Training for all employees in the implementation of applicable regulations,
as well as member company’s specific requirements.

Regular reviews of employee, outside contractor, and re-seller compliance
with applicable regulations and member company’s specific requirements.

I  Carrier Selection

A.

A process for selecting carriers to transport chemicals that includes carrier
safety fitness, regulatory compliance, and regular performance reviews.

-3-
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B.  Regular review of customer and supplier programs for qualifying curriers
selected to transport chemicals to ensure that such programs includc safety
fitness criteria.

IV. Handling and Storage

A.  Procedures for ensuring that containers are appropriate for the chemical
being shipped, comply with performance standards and certification
requirements, and are free of leaks and visible defects.

B. Criteria for the cleaning and re-use of transportation equipment and
chemical containers, and the proper disposal of cleaning residues.

C. Procedures for loading and unloading chemicals at the member company’s
facilities that result in protection of personnel, a reduction in emissions to
the environment, am ensures that chemicals are loaded and unloaded 1t

and out of proper storage facilities.

D. A program for providing manufacturer guidance and information to
customers and other receivers on procedures for loading, unloading, and
storing chemicals.

E. A process for selecting owned and contracted facilities and sites for
chemical storage or handling that emphasizes safety fitness and includes
regular reviews of such fitness.

F.  Documentation of current operating procedures.

G.  Facility design, construction, maintenance, inspection, and security practices
that promote facility integrity, consistent with recognized codes and
regulations.

H.  Provisions for control of processes and equipment during emergencies
resulting from natural events, utility disruptions, and other external
conditions.

V. JIob Procedyres and Training
A.  Identification of the skills and knowledge necessary to perform each job.

B.  Establishment of procedures and work practices for safe operating and
maintenance activities.
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C.  Training for all personnel, including outside contract personnel as
appropriate, to reach and maintain proficiency in safe work practices and
the skills and knowledge necessary to perform their job, including
confirmation of job competence.

D.  Programs designed to assure that personnel in safety critical jobs are fit for |
duty and are not compromised by external influences, including alcohol and
drug abuse.

VL. Waste Management

A,  Procedures to ensure that all self-generated waste‘ and empty containers
are disposed of in a responsible manner, and in amordancc with existing

regulations.

B. Encouragement of waste reduction programs or procedures, giving
preference first to source reduction, second to re-cycle/re-use, third to
treatment, and fourth to disposal.

A. A process for responding to, reporting on, and investigating chemical
distribution incidents and releases involving the member company’s
chemicals, and implementation of appropriate preventative measures
developed from that investigative process.

B. A system of internal investigation, reporting, appropriate corrective action,

and follow-up for each incident that results or could have resulted in a fire,
explosion, or accidental chemical release.

C.  Procedures for making emergency response information concerning the
member company’s chemicals available to response agencies.

D. Communication with state and local emergency planning and response
organizations on the potential hazards of the member company’s chemicals,

E.  Annual review, testing, and assessment of the operability of the member
company’s written emergency response plan.

F. Facility tours for first responders to promote emergency preparedness and
to provide current knowledge of facility operations.
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Coordination of the written facility emergency response plan with the local
emergency response team and other facilities. If no community plan exists,
the facility should assist with efforts to create one.

Participation in the Local Emergency Planning Committee’s process to
develop and periodically test the local emergency response plan.

VIII. Community Qutreach

A. Interaction with organizations, associations or government officials to speak

B.

C.

on behalf of NACD's Responsible Distribution Process®.

Information and updates for employees on the Chemical Distribution
Process® to encourage key employees to become involved in community
outreach efforts,

Advocacy of responsible public policies and regulations for chemical
distribution.

A, Work with end-use customers to foster proper use, handling and disposal of

products commensurate with product risk. If necessary, the company may
decide to cease doing business with customers who are unwilling to
implement appropriate actions.

Re-Seller Customers

B. A policy which clearly establishes the objectives of this Code as they apply
to re-sellers.

C.  Assessment of a re-seller’s performance as appropriate against the Code.

D.  Follow-up actions to cause the re-seller to correct shortcomings including,
if necessary, termination of supply.

E. A feedback process that ensures that re-sellers understand the expectations
of the Responsible Distribution Process®,

F. A system of response to requests for information from any point in the

distribution chain concerning chemical products and services supplied by
the member company.
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NACD Responsible Distribution Processe

Commitment Statement

I have reviewed the National Association of Chemical Distributors’ documents for the
NACD Responsible Distribution Process®. The signature below attests to corporate
support for the Responsible Distribution Process®, the Guiding Principles, and the Code
of Management Practice. The company will make its best efforts to comply with the
Code of Management Practice within the target dates specified on this signed document.
The following are the steps involved in the process of implementing and working toward
the objectives of the Responsible Distribution Process®, The milestones are related to
the time schedule for each milestone and the delivery of process gnidance materials from
NACD. Interim self-evaluations will be required at six month intervals: January 1 and
July 1 of each year,

Schedule of Cornmi Mil

Milestone 1: The company’s Responsible Distribution Company Code
Coordinator is designated.

.

Milestone 2: The designated Company Code Coordinator has attended an
NACD-sponsored training seminar,

Milestone 3: The requirements of the Process are reviewed with the management.

Milestone 4: Management conducts an initial assessment of the company’s
compliance with the Process,

Milestone 5: An action plan to implement the Process is completed.

Milestone 6: The company is in compliance with the Process.
(See "Full Compliance Timetable")

Milestone 7: The program of planning and executing action is repeated and re-
assessed annually. \

Signed on behalf of e l
(ﬁ ame)  (Position)
(Signature) (Date)

-7-
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NACD Responsible Distribution Processs

Full Compliance Timetable

All companies joining the Association on or before December 31, 1992 must be in compliance
with the Responsible Distribution Processe by January 1, 1995, just as current members of
NACD are required to do. Members joining on Janvary 1, 1993 or later must be in compliance
by the deadlines outlined below. Therefore, all new members will have a minimum of two years

and a maximum of three years to achicve compliance.

For example, a company joining NACD on June 30, 1994 will have until January 1, 1997 to be in

complete compliance with the Responsible Distribution Processe.

New Members Joining NACD

January 1 - December 31, 1992
January 1 - December 31, 1993
January 1 - December 31, 1994
January 1- December 31, 1995
January 1 - December 31, 1996
January 1 - December 31, 1997
January 1 - December 31, 1998
January 1 - December 31, 1999
January 1 - December 31, 2000

etc.

Must be in Compliance With RDP By

January 1, 1995
January 1, 1996

- January 1, 1997

January 1, 1998
January 1, 1999
January 1, 2000
January 1, 2001
January 1, 2002

January 1, 2003
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ANGELEE CHEMICAL CO. - JOHN & JANYCE LD&KE 01-16-1995 15134146 Pg 1}

Zompounding pariod:;.s Monthly

HNominal annhual rate..: 7.500 %
Effective annual rate: 1.763 %
P‘riﬂdiﬂ rat-itiillli: 0-5150 ‘
touivalent dally rates 0,0208% %
JASH FLOW DATA
Bvent Date . Amount # Perloed  End-data.
1 Loan 01-01-94 216,000.00 1
2 Paynent Ql=Dli~94 2,000.00 177 Menthly 05-01-08
3 Payment 10-01-08 2,663.18 1 .
W Ao
70— ok viln’
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AMORTIZATION SCHEDULE - Normal amortization

Pmt

Date

toan 01-01-1994

WD 00~ G LA L) N

01=01=-1694
- 02~01-~1994
03=01=-199%4
04-01-1994
05-01-1594
06=-01-1934
07-01-1994
08-01-1594
09-01=-1994
- 10«01~1994
11-01-1994

12-01-1994

1994 total

01-01-1985
02=-01=-19385
03-01=-1555
04~D1-19935
05=01=1995
06=01«1995
07-01-199%
08=-01-1595
09=01=1995
10=01=-1995
11=-01=-1995
12=01~1995

1995 totals

01=01=-1996
02«01-1996
03=01-1996
04-01-1996
05=-0]1-1996
06=01=1596
07=-01-1996
8=-01-1996
09=01-1996
10-01-1996
11-01=1996
12~01-1996

1496 total

01-01=-1597
02-01-1997
03-01=1997
0d=01=1997
05=-01=1997
06=01=1997
07=01=1997

Payment

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
24,000.00

2,000. 00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,600.00
2,000.00
2,090.00
2,000.00
2,000.00

24,000.00

2,000,00
2,000.00
2,000,00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00

24,000.00

2,000.00
2,000.00
2,000.00
4,000.00
2,000.00
2,000.00
2,000,080

Interest

1,303.64
1,25%9.25
1,234.91
14,480.44

1,250.50
1,286,07
1:231- 61
1,277.12
L, 272.60
1,268.05
1,263.48
1,258.87
1,254.24
1,249.58
1,244.99
1,240.17
15,187.18

1,2335.42
1,230.64
1,225.84
1,231.00
1,216.13
1,211.23
1,206.30
1,201.34
1,196,358

1,191.32-

1,186.27
1,181,186
14,503.02

1,176.07
1,170.92

1'165-?4 '

1,160.52
1,155,27
1,14%9.99
1,144.¢68

e dy g gy £kt g ey byl A ot s ey e Tyt 0 0 g

2137262411~

Principal

2,000.00
662,50
666.64
670.81
§75.00
579.22
683.46¢
687.74
6§92.03

696.36

700.71
705.09
9,519.56

709.50
713.93
718,39
722.88
727.40
731.95
T36.52
741.13
745.76
750.42
785,11
759.83

8,812.82

764 .58
769.36
774.16
779.00
783,87
788.77
793.70
798.66
803.65
808.68
813.73
218.82

9,496.98

823.93
829.08
834.26
Bi9.4B
B44.72
850.01
855,32

415 362 G48ZI#N

Balance

216,000.00
214,000.00
213,337.50
212,670.86
212,000.05
211,325,08
210,645.83
209,962,117
209,274.,63
208,582, 60
207,846.24
207,188,53
206,480, 4¢

205,770.94
205,057.01
204,338.62
203,615.74
202,800,334
202,156.39
201,4159.87
200,678.74
199,932.98
199,102.56
198,427.45
197,667.62

196,903.04
196,133.68
155, 359,52
194,58Q.52
193,796.65
193,007.88
192,214.18
191,415,52
190,611.87
189,803.19
188,989.46
188,170.64

187,346.71
106,517.63
185,683.37
104,843.8%
183,999.16
193,149.18
182,253.83
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ANGELES CHEMICAL CO. - JOHN & JANYCE LOCKE ' 01-16-1995 15:34346 Pg 3
Pnt  Date ' Payment Interast Principal Balanoe
44 08-01-1997 = 2,000.00 . 1,139.34 860.66 181,433.17
45 09-D1-1597 . 2,000.00 1,133.96 866.04 180,567.13
46 10-01-1597 C 2,Q00.00 1,128.54 871.46 179,695.67
47 11-01-1997 ; 2,000.00 1,123.10 876.50 17e,818.77
48 12-01-19%97 2,000.00 1,117.62 882.30 177,936,3%
1997 total . 24,000,00 13,765.75 10,234.25
49 01-01-15%8 . 2,000.00 1,112.10 887.9%0 177,048.49
51 03-01-1998 : Z2,000.00 1,100,97 899.03 175,256.01
52 04-01-1598 2,000.00 1,095,35% 904.65 174,381,386
53 05-01~1998 2,000,00 1,089.70 #10.30 173,441.06
54 06-01-1998 . 2,000.00 1,084.01 915.9% 172,535.07
85 07-0l«1998 - 2,000.00 1,078,28 9221.72 171,603.3%
5¢ 08-01~-15998 2,000.00 1,072.52 . 927.48 170,675.87
57 09-01-1998 : 2,000,000 1,066.72 $33.28 169,742.59
88 10-01-19498 2,000.00 1,060.89 939.11 168,8013.48
5% 11-D1-19343 : 2,000,090 1,08%.02 944.98 167,858,50
60 12-01-1998 2,000.00 1,049.12 . 950.88 166,907.62
1998 total . 24,000,00 12,971.23 11,028.77
61 01-01-199% 2,000.00 1,043.17 956.83 165,950,79
62 02~01-1995 2,000.,00 1,037.1% 862.81 164,.987.98
63 03-01-1999 2,0Q00.00 1,031.17 968.83 164,019.18
64 04-01-1999 2,000.00 1,025%.12 974.88 163,044.27
65 (05-01=1999 : 2,000.00 1,019.03 S80.97 . 152,063.30
66 06-01~1999 2,000.00 1,012.%0 987,10 161,076.20
67 07-01-1999 2,000.00 1,006.73 993.27 160,082.93
68 03-01-1999 2,000.00 1,000.82 999.48 159,083.45%
&9 09-01-1999 2,000.00 994.27 1,005.73 158,077.72
70 10=01-1949% 2,000.00 . 987.99 1,012,01 157,065,171
71 11=-01-1999 2,000.00 98).66 1,018.34 156,047.37
72 12-01-1999% 2,000.00 975.30 1,028.70 155,022.67
1999 total  24,000.00 °  12,118,0% 11,884.9%
‘T4 02-01-2000 2,000.00 962.45 1,037.55 152,954.01
75 03=01-2000 ) 2,000,00 255.96 1,044.04 1%1,909.97
76 04-01-2000 2,000,00 949.44 1,050.56 150,859.41
77 05=01=-2000 . 2,000.00 242.87 1,057.13 149,802.28
1% 07-01-2000 ' 2,000.00 93%.62 1,070.38 147,669.)6
a0 08=-01-2000 2,000.00 922.93 1,077.07 146,591.09
al 09=01-2000 2,000.00 916.19 1,083.81 145,507.28
82 10-01-2000 2,000.00 909.42 1,090.58 144,416.70
83 11-01-2000 2,000.00 902.60 1,087.40 143,319.30
84 12-01-2000 2,000,00 - B9S. 758 1,104.25 142,215.0%

000 total - 24,000,00 11,1%2.308 12,807.62

BR0O01485



SENT BY:Xerox Telecobier 7020 i 1-18-85 ;3 J:47PM ;

21372624171

415 362 5492:M13

e P ey g ol A A O N D A O AP N Al ol e el A N N - W S -0 O N - SN AT N R R A W N Y W W -

ANGELES CHEMICAL CO, - JOHN & JANYCE LOCKE

s g e Pl P P A D P O o

Pmt

85
86
87
28
89
50
91
92
93
94

Date
gl1-01-2001

02=-01-2001

03-01-2001
04-01-2001
05«01~2001
06=-01-2001
07-01-2001
08-01-2001
09=01-2001
10~01-2001
11-01-2001

- 12-01-2001

total

01=-01=-2002
02-01-2002
03-01-2002
04-01-3002
05-01-2002
06-01-2002
07-01-2002
0B-01-2002
09=01-2002
10-01-2002
11-01-2002
12=01=2002
total

01=-01-2003
02~-01-2003
03=-01-2003
04-01-2003
0%=01=-20023
06=-01=-20D3
07-01-2003
08-01-2003
09=01=2003
10=-01-2003
11-01=-2003
12-01-2003
totals

01=01~2004
02-01-2004
03-01=-2004
04-01=-2004
05=-01-2004
06=-01-2004
07-01-2004

Payment

2,000.90
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2 ,Qﬂo 1‘00
2,000.00
2,000.00
2,000.00
24,000.00

2[000-00
2,000.00
Z2,000.00
2,000.G0
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00

2,000.00 -

2,000.00
24,000,00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000,060
2,000.00
2,000.00
24,000.00

2,0006.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00

Interest

B88.84
881..90
874.91
867.88B
860,80
853.68
846.52
839,31
832,06
B24.76
817.41
810,02
10,158.09

802.50
795.10
787.57
779.99
772.36
764.69
756.97
749.20
741.39
733.52
725,60
717.64
5,136.61

709.62
701.56
691.44
665.28
677.06
668.79
660,47
652.10
643.68
635,20
626.67
618.08
7,971,96

609.45
600.76
5%2.01
583.21
574.36
565.45
556.48

Principal

1,111.16
1,118.10
1,125.09
1,132.12
1,139.20
1,146.32
1,163.48
1,160,69
1,167.94
1,175.24
1,182.59
1,169.98
13,601.91

1,197.42
1,204.90
1,212.43
1,220.01
1,227.64
1,235,31
1,243.03
1,250.80
1,238.61
1,266.49
1,274.40
1,282,368
14,873.39

1,290.38
1,298.44
1,206.56
1,314.72
1,322.94

1,331.21°
- 1,339.53

1,347.90
1'356-32
1,364.80
1,373.33
1,301.91
16,028.04

1,390.55
1,399.24
1,407.99
1,4168.79
1,425.54
1,42¢8.33
1,443.52

01-16-1995 15:34:146 Pg

Balance

141,103.89
139,985.79
138,060.70
137,720.58
136,589.28
135,443.06
134,285.58
133,128,689
131,960.95
130,785.71
129,603.12
128,413.14

127,215.72
126,010.82
124,798.39
123,579.38
122,350.74
121,115,43
119,872,408
118,621.60
117,362.99
116,096,51
114,822.11
113,539.75

112,24%.37
110,950,43
109,644.37
108,329.65
107,006.71
105,675.50
104,335.97
102,988.07
101,631.75
100,266.9%

98,893.62

97,511.71

96,121.16
94,721.92
93,313.93
91,897.14
90,471.30
89,035.95
£7,593,43
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ANGELES CHEMICAL CO. -

Pmt:

128
129

. 130

131
132
- 2004

133
134
135
136
137
138
139
140
141
142
143
144
2005

143
146
147
148
149
150
151
152
153
134
155
L56
2006

157
158
159
160
161
162
163
164
165
166
167
168
2007

L 2 1 1 ) ----.H-ll-------ﬂ------lﬂ-

JOHN & JANYCE LOCKE

Date

BA-01-2004
D9=01~»2004
10-01-2004
11=-061-2004
12-01-2004
total

01-01-2005
02-01-2005
03=01=-2005
04-01-2005%
(85=-01-200%
DE-~01-2005
07=01=2005
0B8=~01-2005
09-01=-2005%
10-901-2005
11=-01-2005
12=-01-2005
total

01=-01-2006
02-01-2006
03-01-2Q06
04=01-2006
05-01-2006
06=01-2006
07=-01-2006
08=01=-2006
09=01~2006
10-01=-2006
11-01=-2008
12-01-2006
total

01=01=2007
02-01-2007
03-01=-2007
04-01=-2007
05-01-2007
06=01=2007
07-031-2007
08-01-2007
09=01-2007
10+01=2007
11-01=-2007
12-01=-2007
total

2137282411~

et e e G

415 362 6492;#14

Paynent

2 000.00
2,000.00
2;000 0o
2,000.00
2,000.00
24,000.00
2,000.00
2,000.00
2,000,00
2;000 Q0
2.,000.00
2100000
2,000.00
2,000:00
2,000.00
2,000,00
2,000,00
2,000,00
24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00

24,000.00

2,000,009
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00

. 2,000.00

2,000,00
2,000.00
24,000,00

Interest

547.46
5348.38
£29.2%
540.05
510.80
6,727.66

501,50
492.13
482.71
473.22
§63.68
454.08
444.42
434.69
424.91
415,07
405.16
395.19
5,386.76

30%.16
375.07
364,81
354.70
344.41
334.06
323.65
313.18
302.63
292.02
281.35
270.61
3,941.75

259.80
248.91
237,98
226,97
215.88
204,73
193.51
182.22
170.86
159.43
147.93
136.35
2,384,538

Principal

1,452.54
1,461.62
1,470.78
1,479.95
1,489.20

17,272.34

1,499.50
1,507.87
1,517.29
1,526.78
1,536.32
1,545.92
1,558.58
1,565.32
1,575.09
1,584,93
1,594.84
1,604.81
18,613.24

1,614.84
1,624.93
1,635.09
1,645.30
1,655.59

1, 665.94 -

1,676,353
1,686.82
1,697.37
1.707.98
1,718,635
1,728.39
20,058.25

1,740,20
1,751.08
1,762.02
1,773.03
1,784,132
1,795.27
1,806.49
1,817,786
1,829.14
1,840.57
1,882.07
1,063.65
21,615,42

Balance

86,140.89
84,679.27
33,303.52
81,728.57
80,239,137

78,740.97
77,233.00
75,715.71
74,188,923
72,652.61
91,106.69
69,551.13
67,985.80
66,410.71
64,025.78
63,230.94
61,626.13

60,011.29
58,386, 36
56,781.27
55,108.97
53,450.38
51,784.44
%0,108.09
468,421.27
46,723.90
4%,015.92
43.207.27
41,%67.98

39,827.68
38,076.60
36,314.5B
34,541,855
32,757.43
30,962.16
29,155.67
27,337.89
25,508,75
23,668.18
21,816.11
19,952.46

-

01-16-1995 15134147 PFg
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SENT BY:Xerox Telscopier 7020 ; 1-18-83 ; 5-4%PM 3

- ey

2137282411*

HNGELES CHEMICAL CO. - JOHN & JARYCE LOCKE

Pmt Data Paymant
lgd 01-01-2008 - 2,000.00
170 02-01-2008 ' 2,000.00
171 03-01-2008 ) 2,000.00
172 04-01-2008 . 2,4900.00
173 05=01-200%8 2,000.00
174 06'01-2000 . 2;000&00
1% 07-01-2008 ' 2,000.00
176 08-01-2008 ' Z2,000,.00
177 09-01-2008 2,000.00
178 10-01-2008 e 2,663.18
2000 totals ’ 20,663,118
!

rand total .. 356,663.18

e PR A ————_ i S S _———"—TW ] E TT——— = = =o= -

Interest

124.70
112.98
101.19
89.34
77.38
65.36
83.27
41.19
28,86
" 16!55
710.72

140,663.18

415 362 B492i¥15

Principal

1,875.30
i,887.02
1,8598.81
1,910.68
1,922.62
1,934.6%
1,946.73
1,958.90
1,971.14
2,646.62
13,952.46

216,000.00

Balance

18,077.16
16,190.14
14,291.33
12,380.65
10,458.03
8,523.39
6,576.66
4,617.76
2,646.62
0.00

01-16 1995 15 7 Py 6

- -—_---'hh"!hl---------------h-ﬂ'ﬂ--ﬂ--- il aille e S e sk v e it
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SENT BY:Xerox Telecopier 7020 7 1-18-9% 5 49PM ; 21972624112 415 382 6A82;H16
AR LRl 2 ARl e da st ittt atll il EREY - I S ———
* ANRUAL * FINANCE * AMOUNT TOTAL OF
* PERCENTAGE * CHARGE * FINANCRD PAYMENTS
* RATE * The dollar amount * The amount of The amount you
* The cost of your * tha eredit will * eredit provided will have paid
* gredit a a *_ cost you, * L0 YOU OF on after you have
* yearly ratae. *. * your bebalf. nade all payments
* " * a schedulaed,

E] ' *' *
* 7.50 " 140,663.18 * 216,000.00 356,663.18
WA W NN R RN W R W N W R NN A o v ol T U v Y e e e e e Y A AV
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SENT BY:Xerox Telecopier 7020 ; 1-18-33 3 3:43FM 5 2137282411~ 415 362 B4szim7

7

------ - - - - b o o e e e e g P

ok vl A A SR W i b vhin ik i e e —— ———

ANGELES CHEMICAL CD. - ARNOLD & PEARL ROSENTEAL 01-16-1995 185138:14 Pg 1}

Tt N W vl g ——— T W U iyl e —— ———— e ke S A Ry

compounding peried...: Monthly
Nominal annual zate..1 . 7.500 %
gffective annual rate:r : 7.763 %
Pﬂriﬂdic rﬂt-qlcoit‘o’ j 0!6250 %
Egquivalent daily rate: £.02055 %
CASH PLO DATA _
Bvant ' Date Amount ¥ Poriocd End-date

l Toan 01-D1=94 216,000.00 1

2 Payment (1-01-94 2,000,00 177 Monthly 09-01-086

3 Ppayment 10-01-08 .  2,663.18 1

M A
AP =2 Finanlil’

BR001490



SENT BY:Xerox Telecopier 7020 i L71B-95 i SR50PR 5

AMORTIZATION SCEEDULE - Normal amortization -
Pmt Date

Loan

01«01-1994
01-01-1994
02~01-1594
03-01-1594
04=01-1994
D5-D1-1994
06-01-1594
07=01=-1994
P8=01=1994
09-01-1994
10-01-19%4
11-01=-1994
12=-01~1994
total

01=01=-199%
02~01-199%
03-01=1995
G4=-01-1995
05~01-19595
D6=01=1595
07-01~159%
08=01=-1995
09=01-1995
10=-01=-1995
11-01=-1995
12-01=1995%
total

01~-01-1996
02-01=-1996

- 03=01~1996

04=-01=-199¢6
05-01=1996
06=01~195%6
67-01=-19%6
08-01-1996
09=-01-1996
10-01-1596
11=01-1996
12-01-1996
total

01-01=-19%7
02-01-1997
03=01=-1997
04-01-1597
95-01~1997
06-01~1%97
07-01-19%7

Payment

2,000.00
2,000.,00
2,000.00

2,000.00

2;000-00
2,000,00
2,000.00
2,000.00
z2,000.00
2,000.00
2,000.00
2,000.00

24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00

24,000.00

2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
,000.00
(000,00
,000.00
,000.00

r 000,00
+000.00
#000.00
000,00
Z,000.00
Z,000.00
2,000.00

2
2
2
it
2
2
2
2

- Intarest

0.00
1,337.50
1,333.36
1,329.19
1,325.00
1,320.78
1,316.54
1,312.26
1,307.97
1,303.64
1,299.29
1,294.91

14,4B0.44

1,250.50
1,286.07
1,281.61
1,277,12
1'272-60
1,268.05
1,263,48
1,2%8.87
1,254.24
1,249.5%8
1,244.89
1,240.17
15,187.18

1!235-42
1,230.64
1,225.84
1,221.00
1,216.13
1,211.23
1,206.30
1,201.34
1,196.35
1,191.32
1,186.27
1.181.18
14,503.02

1,176.07
1,170.92
1,16%.7%4
1,160.52
1,155,.27
1,149.99
1,144.68

2137262411

Principal

2,000.00
662.50
666.64
670.81
675,00
679.22
§83.46
687.74
692,03
696.36
700,71
705,09

9,519.56

709.%0
713,93
718.39
722,88
727.40
731.935
736.52
741.13
748,76
750.42
755.11
759.83
B,812.82

764.58
769.36
774.16
779.00
783.87
188,77
793,70
798.566
803.65
g00.68
813.73
816.82
9,496.98

823.93
B19.08
834.26
839,48
844.73
850.01
B55.32

415 362 6482;418

Balance

216,000.00
214,000.00
213,337.50
212,670.86
212,000.08
211,325.05
210, 645.83
209,962.37
209,274.63
208,582.60
207,886.24
207,185,53
206,450 44

20%,770,94
205, 057,01
204,336.62
203,615.74
202,088.34
202,156.39
201,419.87
200,678.74
199,932.98
199,182.56
198,427.45
197,667.62

196,903.04
196,131.68
195,359 .52
194,580.52
193,796.65
193,007.88
192,214.18
191,415.52
190,611.87
185,803.1%
108,989.46
168,170.64

187,346.71
186,517.63
185,683,327
184,843.89
183,9599.18
183,149.15
192,293.43

BR00O1491



SENT BY-Xerox Telecopier 7020 ¢ 1-18-85 3 Si50PW 2137262411~ 415 352 64920

1 ' - AL —

¥

ke e e e e i D b UL L L L 1 L Ly oyt F T 1 1 @1 °T 7393 iy v e e e by b

o —— T - - -

ANGELES CHEMICAL CO.:~ ARNOLD & PEARL ROSENTHAL  01-16-1995 15:38:14 Pg 3

------ .- A e et 4 A A e e e -

Pmt Date - Payment Interesst Principal Ealance
44 08-01-1997 - 2,000,00 1,139.3¢4 BEU. 66 181,433.17
45 09-01-1997 ' 2,000.00 1,13%.596 866.04 180,567.13
46 10-01-1997 . 2,000,000 o 1,128.54 B871.46 179,695.67
47 11-01-1997 ) £,000.00 1,123.10 876.50 178,818.77
18 12-01-19%7 . 2,000,00 1,117.62 882,38 177,936.39

1987 total 24,000.00 12,76%.75 10,234.25
4% 01-01-1998 2,000.00 1,112,110 a87.%0 177,048.49
50 02-01-1998 : 2,000.00 1,106,555 893.45 176,155.04
51 (3-01-1998 2,000.00 1,100.97 899.03 17%,256,01
52 04=-01-19398 2,000.00 1,098.35 904,85 174,351.36
33 05=-01-1998 ! 2,000.00 1,089,70 910.30 173,441.06
54 06-01-1998 .- 2,000.00 1,084.01 - 915,99 172,525.07
%5 07=-01-1998 2,000.00 "o1,078.28 921.72 171,603.35%
56 08-01-1958 2,000.00 . 1,072.82 927.48 170,675,687
57 09-01~1998 2,000.00 Y1,0668.72 $33.28 169,742.59
58 10=01-1998 2,000.00 1,060.89 535,11 16B,803.48
59 11-01-185¢ . 2,000.00 1,055.02 944.99 167,858,50
50 12-01-1998 - 2,000.00 1.049.12 : 950.88 166,907.62
1998 total 24,000.Q0 12,971.23 11,028.77
61 01=-01-19499 2,000.00 ’ 1,043.17 956.83 . 165,950.79
62 02-01-1999 2:,000.00 1,037.19 962.581 164,987.98
63 031=01-15%99 - 2,000,00 1,031.17 ) 9€8.823 164,019.15
64 04-01-1599 . 2.,000.00 1,025.12 974.88 163,044.27
65 05-01-199% 2.000.00 1,019.03 080.97 162,063.30
66 06=01~19%9 2,000.00 1,012.50 987.10 161,076.20
€7 07=-01-1%9% 2,000.00 1,006.73 993.27 160,062.93
68 08-01-1599 2,000.00 1,000.52 99%.480 159,003.45
6% 09-01-1499 2,000.00 994.27 1,005.73 158,077.72
70 10-01-14%9% 2,000.00 987.99 1,012.01 187,065,771
71 11-01-~19%9 2,000.,00 581,66 1,018.34 156,047.37
1999 total 0 24,000.00 12,115.05% 11,884.95
73 01-01-2000 ' 2,000,00 268.89 1,031.11 153,991,846
74 02=-01-2000 2,000.00 962.45 1,037.55 152,954.01
75 03-01-2000 . . 2,000.00 355.96 1,044.04 151,909.97
76 04-01=-2000 : 2,000.00 949.44 1,050.5%6 150,859.41
77 08=01-2000 : 2,000.00 942.87 1,057.13 149,802.28
79 07-01-200C 2,000,00 92%.62 1,070.38 147,568.16
80 "08-01-2000 2,000.00 522.93 1,077.07% 146,591,09
g1 08=01=-2000 2,000,00 316.19 1,083,811 145,507,298
22 10-01=-2000 2,000,00 309.42 1,080.50 144,416.70
83 11-01-2000 . 2,000.00 %02.50 1,097.40 143,319.30
1000 totals 24,000.00 11,192.38 12,807,632

BRO01492



SENT BY:Xerox Telecopier 7020 ; 1-18-85 ; §:51PM ;

- ANGELES CHEHICAL CO.

Pmt

85
86
B7
1
89
50
91
92
93
94
95
96
2001

97

58

58
100
161
102
103
104
105
106
107
108
2002

109
119
111
112
113
114
115
116
117
118
119
120
2002

121
122
123
124
125
126
127

5o r—

Date

01-01-2001
02=01=2001
03-01-2001
04=01=2001
05-01-2001
06=01=-2001
07-01=-2001
08-01-2001
09-01~2001
10=01=-2001
11=-01«2001
12-031-2001
total

01-01-2002
02-01-2002
03=D01=2002
04-01-2002
05-01-2002
06-01-2002
07-01-2002
08-01-2002

-Q5«01=2002

10-01-2002
11-01-2002
12-01-2002

total

01=-01=-2003
02-01=2003
03-01~2003
04=01=2003
05=-01-20013
p6=01=2003
07=01-2003
08-01-2003
09-01-2003
10=01=2003
11-01=-2003
12-01-2002
total

01-01-2004
02-01~2004
03-01-2004
04-01-2004
05=-01-2004
06-01-2004
07=-01-2004

HRNOLD & PEARL ROSENTHAL

" Payment

2,000.00
2,000,00
2,000.00
2,000.00
2,000,00
2,000,00
2,000.00
2,000,00
1,000.00
2,000.00
2,000.00
2,000,00

24,000,.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,060
2,000.00
2,000.00
2,000.00
2,000.00

2,000,00

24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000,.00
2,000.00
2,000.00
2,000.00
24,000.00

2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,9000.00
2,000.00

Interast

888,84
881.90
874.91
867.88
860.80
853.68
846.52
839.31
B32,06
92¢.76
8l17.41
810.02
10,158,909

802.58
795.10
7B7.57
779.99
772.36
764.69
756.97
749.20
741.39
733.52
725.60
717.64
9,126.61

709.62
701.56
693.44
685.28
677,06
568,79
660.47
652.10
642.68
635.20
626.67
618.09
7,971.96

609.45
600.76
552.01
583,71
£74.36
565.45
* 556.48

213?252411*

4}5 362 Ga9Zinz0

— — Ilr‘-l-‘-------- L e s e i i — — W P VIR WY I e v T T W

01-16-1995 15:38+415 Py 4

Principal

1,111.16
1,118,10
1,135.09
1,132.12
1,139.20
1,146.32
1,153.48
1,160,69
1,167.94
1,175.24
1,182,388
1,189.98

13,801.91

1,197.42
1,204.90
1,212.43
1,220.01
1,227.64
1,2358,31

1,243.03

1,250.80
1,258.61
1,266.4¢€
1,274.40
1,282.36
14,873.39

1,290.38

1,299.44

1,306.56
1,314.72
1,322.94
1,331,21
1,339.53
1,347.90
1,356.32

- 1,364.80

1,373.33
1,381.91
16,028.04

1,390.55
1,399.24
1,407.99
1,416.79
1,425.64
1,434,585
1,443.52

i O ol A e e e - L L L L T T Y T T Y T T YT LY Tt

Balance

139,985.79
118,860.70
137,728.58
136,589.38
135,443.06
13¢,289.58
133,128.89
131,960.95
130,785,71
129,603.12
128,413.14

127,215%.72
126,010.62
134,798.39
123,578.38
122,350.74
121,115.43
119,872.40
118,621.60
117,362,599
116,096.51
114,822,111
113,539.75

112,249.37
110,950.93
109,644.37
108,329.6%
107,006.71
108,675.50
104,335,897
102,988.07
101,631.75
100,266.95
98,893, 62
97,511.71

96,121,186
94,711.92
93,313.93
91,897.14
80,471.50
89,036.95
87,5%93.43

BR001493



SENT BY:Xerox Telecopier 7020 & 1-18-35 § 5:52PM P 2137282411 415 382 GADZIE

ANGELES CEEMICAL CO, = ARNOLD & PEARL ROSENTHAL 01-16-1995 15:38:15 Pg 5

ik B Y el e v I D O O e kOO e vl e e  wrw  wr w ank  e d bal  d  — - - -

Pmt Date Payment Interast Prineipal Balance
128 ¢8=-01-2004 2,000.00 547.46 1,452.54 B86,140.89
12¢ 09-01-2004 2,000.00 538.38 1,461.62 B84,679.27
130 10=01-2004 : 2,000.00 \ 525,25 1,470.75 £83,208.52
131 11-01-2004 . 2,000.00 520,05 1,479.95 Bl,728.57
132 12-01-2004 2,000.00 ! 5l0.80 1,485%.20 60,239.37
2004 total 24,000,00 6,727.66 17,272.34

133 01-01=2005 2,000.00 501.5%0 1,490.50 78,740,987
134 02-01-2008 2,000.0Q 4%2.13 1,507.87 77,233.00
135 03-01-2005 2,000.00 482.71 1,517.29 75,715,71
136 04-01-2Q05 . 2,000.00 473.22 1,526,778 74,188.%3
137 05=-01=-204Q5 2,000.00 : 463.68 1,536.32 72,652,61
138 06=-01-2005 2,000.00 : 434.08 1,545.92 71,106.69
13% 07-01=2005 2,000,00 444.42 1,555.58 6%2,551.11
140 0OB-D1-20Q5 2,000,00 : 434.69 1,565,331 67,98%.80
141 09=-01=-200% 2,000,00 424.91 1,575.09 66,410.71
142 190=01-2005 2,000,00 ‘ 415.07 1,%04.93 64,925%.78
143 11-01-2008 . 2,000.00 405,16 1,594.84 63,230.94
144 12-01=-200% . 2,000,.00 395.19 1,604.81 61,646.13
4% 01-01-2006 2,000.00 385.16 1,614,984 60,011.29
146 02-01-2006 2,000.00 . 375.07 1,624.93 58,386.36
147 ©3=-01-2006 2,0400.00 364.91 1,635.08 £6,75).27
148 04-01-2006 2,000.00 354.70 1,645.30 55,105.97
150 46-01-200& 2,000.00 334,06 1,665,994 51,784.44
15} 07-01-2006 2,000,00 323.65 1,676,35 50,108.08
152 (8=01=2006 = 2,000,000 313.18 1,686.82 48,421.27
153 0%=01-2006 2,000.00 302,63 1,697.37 46,723.90
154 10-01-2006 2,900.00 292.02 1,707.58 45,0158,%2
185  11-01-2006 2,000.00 281.38 17718.65 43,297.27
[S6 12=-01=2006 2,000.00 : 270.61 1,72%,.39 41,567.88
1006 total 24,000.00 3,941.75 20,058,256

157 41-01=-2007 2,0€00.00 259,80 1,740.20 348,827.68
{58 02-01-2007 2,000.00 248,92 1,751,08 38,076, 60
15% 03-01-2047 2,000,00 T 237,98 1,76%.02 36,314.58
180 04-01-2007 2,000,.00 226.5%7 1,773.03 34,541.58
161 05-01=-2007 . 2,000.00 215.88 1,794.12 - 32,757.43
162 06=01-2007 2,000,.00 . 204.73 1,798,237 30,962.16
163 07-01-2007 . 2,000.00 193.51 1.806.49 29,155.67
L64 O08=01=2007 ' 2,000.00 182.22 " 1,817.78 27,337.499
L65 05-01-200Q7 2,000,00 170,86 1,829.14 25,508,758
L66 10-01~-2007 2,000.00 159,43 1,840.57 23,668,.18
67 11-01-2007 2,000.00 147.93 1,852.07 21,8Bl6.11
L68 12-01-2007 2,000,00 136.35 1,863.65 19,952.4¢6

2007 total 24,000.00 2,384.58 21,615.42

e e e e e ek A e P N L L7 . ———— = AEE T LTI - WA A R L
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SENT BY:Xerox Telecopier 7020 ;i 1-18-85 & S:57PN 2137262411~ 415 362 G492 822

I ———pe e eepeepp——ry YT Y T TR Pt L L Dl ke

ANGELES CHEMICAL CO. - ARNOLD & PEARL ROSENTHAL 01-16-1995 15:38:15 Py &

il ke W et vl PP . e e i W Y VR W vl U Y e wk O - .- - k. - -

fmt Date Paymant Interest Principal Balance
169 01-01-2008 2,000.00 124.70 1,875.30 18,077.1¢6
17¢ (2-01-2008 2,000.00 112,99 1,887.02 16,190.14
171 03-01-2008 2,000.00 101.15 1,898.81 14,291.33
172 04=01-2008 2,000.00 89,32 1,910.68 12,380.65
173 05-01-2008 2,000.00 77,38 1,922.62 10,458.03
174 06-01-2008 2,000.00 65,36 1,934.64 8,523.39
175 Q7-01-2008 2,000.00 53.27 1,946.73 6,576.66
176 08=-01-2008 2,000.00 4).10 1,958.90 4,617.76
177 09=01-2008 2,000.00 ¢B8.86 1,971.14 2,646.62
2008 totml 20,663.18 710.72 19,952.46

irand total ‘ 356,663.18 140,663.18 216,000.00

BR0O01495
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* ANNUAL ¥, FINANCE * AMOUNT TOTAL OF

# PERCENTAGE * CHARGE + PINANCED PAYMENRTS

* RATE *.The dollar amocunt * The amcunt of The =mmount you

* The cost of your * the cradit will * gredit provided will have paid

* ¢redit & a ‘T . cost you. * to you or on after you have

* yearly rate. * * your behalf. made all payments
" * * a scheduled.

& * L3

" 7.50 w: 140,663.18 * 216,000.00 356,663,183
L L L LR R T L Ly L LT L — — -
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lempounding peried...: Monthly

jominal annual rate..: 7.800 %

fffective anpual rate: 7.763 %

reriodic Zate., . auast 0.6250 %.

Iquivalent daily rate? 0.02055 %

*ASHE FLOW DATA

Eveant Date Ameunt % FPericd End-date

1 Ioan 0D1-01~94 . 215.000.00 1
2 Faymant 01=01~94 2,000.00 177 Monthly 09-01-0B
3 Payment 10=01=08 Z,663.18 1

4 AR

BR001497
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AMORTIZATION SCHEDULE - Normal amortization
fmt Date

Loan

0l1=-01-1954
01-01-19%4
02-01-1994
03-01-1994
04~01=-1994
05-~-01-1994
06=01~-1934
07=01-1994
0B-01-1994
09-01-19%4
10=-01=-19594
11«01=1994
12-01-19%4
total

0l~01=1995
02=01=-195%8
02-01-1995%
04-01=-1955
05-01-19%5
0e~01-1995
07=01=-1495
08=-01-19395
09-01-1995
10=-01-1995
11-01-1995
12-G1-139%
totals

01-01-19486
02-01-1996
03=-01=-1996
04=01-1996
05~01=-1996
06-01-1896
07-01=-1596
08=-01-1896
09-01~1996
10=01~1996
11=01=-19%6
12=-01-199§
totale

01-01-1997
02-01-1957
03-01-1557
04=01~1987
05-01-1987
06-01-1997
07-01-1997

Payment

2,000,00
2,000.00
2,000.00
2,000,00
2,000,00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
24,000,00

2,000.99
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.,00
2,000.00

24,000.00

2,000.00
2,000,900
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000,00
2,000,00
2,000,00
2,000,00
2,000.00
24,000.00

2,000.00

2,000.00

2,000,00
2,000.00
2,000.00
<,000.00
2,000.00

Interast

0.00
1,337.50
1,333,36
1,329.19
1,325,00
1,320,78
1,316.54
1,312.26
1,307.97
1,303.64
1,249.29
1,294.91

14,480.44

1,290.5C
1,2086,07
1,281.61
1,277.12
1,272.60
1,268,085
1,263,48
1,25%.87
1,254.24
1,249.58
1,244.89
1,240.17
1%,187.18

1,235.42
1,230.64
1,22%.84
1,221.00
1,216.13
1,211.23
1,206,30
1,201.34
1,156.35

' 1'191132

1,186,27
1,181.18
14,503.02

1,176.07
1,170.92
1,165.74
1,160.52
1,155.27
1,149.59
1,144.68

2137282411~

A tmmanet iy 8 om i whpelapan

Principal

2,000,00
662.50
566.64
670.81
675.00
§75.22

- 583.46
687,74
692.03
696.36
700,71
705.09

9,519 .56

709.50
713.93
718.39
722.688
727.40
731.98
736.52
- 741.13
745.76
750.42
755.11
759.823
8,8l12.82

764.58
769.36
774.16
7719.00
793.87
788,77
793.70
799.66
803,65
B80B.68
813,73
318.82
9,4%6.98

823.93
B29.08
BI4.26
839.48
B844.72
B850.01
B35.32

Balance

216,000.00
214,000.00
213,337.50
212,670.86
212,000.05
211,325.05
210,645.83
209,962.137
209,274.63
208,582.60
207,886.24
207,185.53
206,480.44

205,770.94
205,057.01
204,338,62
203,615.74
202,888.34
202,156,339
201,419.87
200,678.74
199,932.98
199,182.56
198,427.45
197, 667.62

196, 903.04
196,133.68
195,389,%2
194,%80.52
193,796.65
193,007.88
192,214.18
191,415.52
190,611.87
189,803.19
186,989 .46
188,170.64

187,346.71
186,517.63
185,683.37
184 ,B43.89
183,999.16
183,149.15
182,293.83

415 382 B492;825

BRO01498
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mt.

44
45
46
47
48
1997

49
5¢
Sl
52
53
54
55
56
87
58
59
60
1998

61
52
63
64
55
66
67
68
6%
70
71
72
L9939

73
74
75
76
17
78
79
80
4l
B2
83
84
1000

Pate

0B-01-1997
09-01-1997
10=01=15997
11-01-1997
12-01-199%7
total

01-01-1%348
02-01~1598
03-01-1998
04-01-1958
05-01-1998
06-01=1998
07-01-1998
08-01~1998
09=01=1998
10-01-1958

11-01=-1998

12-01-1958
totals

01=01=-1999
02-01-1999
03=01-1999
04-01-1959
05-01-195%
06=01-1999
g47=-01-199%
08~-01=-1999
09=01=-1999%
10-01~-1998
11=01=1999%
12=01-1999
total

01=-01-2000
02-01-2000
03=01~2000
04=01-2000
05-01-2000
05-01-2000
07-01-2000
08=-01-2000
09~01-2000
10=-01-2000
11=01=-2000
12-01=-2000
total

Paymant

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
24,000.00

2,000.00
2,000,00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
24,000.00

2,000.00
2 000.00
2,000.00
2,000.00
2,000.00
2,900.00
2,000.00
2,000.00
2,000-00
2,000.,00
2,000.00
2,000.00

24,000.00

2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
i,0¢0.00
2,000,00
2,000.00
2,000,00
2,000.00
2,000.00
24,000.00

Interest

S 1,138.34

1,133,%6
1,128.54
1,123.10
1,117.62
13,765,758

1,112.19
1,106.55
1,100.97
1,095,356
1,089.7C
1,084.01
1,078.28
1,072.52
1,066,772
1,060.89
1,058%,02
1,049.12
12,971.23

1,043.17
1,037.19
1,031,17
1,025.,12
1,019.03
1,012.90
1,006.73
1,000,52
994.27
987.99
981,66
975.30
12,115.05

968.89
§62.45
953,96
9459.44
942.87
936,26
929,62
922.93
916.19
903.42
502.60
895,75
11,192.38

415 362 Ba9Z:aze

o oSl ks W N N Y PO T P N W

X
Principal Balance
860.66 181,433.17
266,04 180,867.13
871.46 179,695.67
876.90 178,818.77
10,234,258
887.5%0 177,048.49
B93.45 176,1%5.04
899.03 ©  175,256.01
904.65 174,351.36
910.30 173,441.06
915.99 172,525.07
921.72 171,603.35
927 .40 170,675.87
933.28 169,742.59
2318.11 168,003.40
944,92 16%,685%8.50
950.88 166,907,562
. 11,028.77
956.83 165,950.79
962.81 164,967.98
968.81 164,019.15
974.8% 163,044.27
980.97 162,063.30
987.10 161,076.20
993.27 160,082.93
1,005.73  158,077.72
1,012.01 1%7,065.71
1,018.34 156,047.37
1,024.70 15%,022.867
11,8084.55
1,031.11 153,991.56
1,037,55% 152,954.01
1,044.04 151,909.97
1,080.36 150,859.41
1,087.13 149,802.28
1,063.74 148,728,534
1,070.38 147,668,186
1,077.07 146,5991.09
1,090.58 144,416.70
1,097.40 143,31%.30
1,104,258 142,215.0%
.12,807.62

BR001499
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fmt

a5
86
B7
8a
a9
90
9l
82
93
94
95
96
2001

97

98

59
100
Lol
102
103
104
L05
106
107
108
2002

109
110
111
112
113
114
115
116
117
118
118
120
2003

121
122
123
124
125
126
127

Date

01=-01=-2001
02~01-2001
03-01=-2001
04=-01-2001
05=01=-2001
06-01-2001
07=01-2001
08-01-2001
08=01=2001
10=-01=-2001
11=01=2001
12-01-2901
total

01=01=20D2
02-01-2002
03-01-2002
04=-01-2002
08=01=-2002
06=-01-~2002
07-01=2002
08-01-2002
p9-~01-2002
10=01=-2002
11-~01-2002
12=-01-2002
tatals

01-01-2003
02-01=2003
03~01=2003
04=-01~2003
05=01-2003
06-01-2003
07=01=2003
08=01~2003
09-01-2003
10=01=2003
11-61~-2003
12=01=-2003
total

01-«01-2004
62-01-2004
03=D1-2004
04-01-2004
05=-01=2004
06=~01-2004
07-01-2004

t

Payment

2,000.00
2,000,00
2,000,00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00

24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,00
2,000.00

24,000,00

2,000,00
2,000.00
2,000.00
2,000.00
2,000,00
2,000,00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00

Interest

888.84
881.90
874.9]
867.88
860,80
853.68
946.52
§39.31
832.06
824.76
817.41
810.02

. 10,198.09

B02.58
795.10
787.57
779.99
772.36
764,69
156.97
749.20
741.39
733.52
725.60
717.64
9,126.61

709,64
701.58
693.44

685.2¢

677.06
668.79
660.47
652,10
643.68
635,20
626.67
618.09
7,971.96

609.45
600.76
592.01
583.21
574,36
565.45

556.48 -

Principal

1,111.16
1,118.10
1,125.09
1,132.12
1,139.20
1,146.32
1,153.48
1,160.69
1,167.94
1,175.24
1,182.59
1,189.98
13,801.91

1' 197 142
1,204.90
1,212.43
1,220.01
1,227.64
1,235.31

1,243.03 .

1,250.80
1,258.61
1]265-43
1,274.40
1,282.36
14,873.39

1,290,38
1,298.44
1,306,568
1,314.72
1,322.94
1,331.21
1,339.52

1,347.90 .

1,356,32
1,364.80
1,373.33
1,381,981

16,028.04

1,390.55
1,399.24
1,407.99
1,416.79
1,425.64
1,434.55
1,443,582

Helance

141,103.89 .
139,98%.79
138,860.70
137,728.56
136,589. 38
135,443.06
134,269.58
133,128.89
111,960.95
130,785.71
129,603.12
120,413.14

127,215,72
12€,010.82
124,798.39
123,878.38
122,380.74
121,115.42
119,872.40
118,621.60
117,362.99
116,096.51
114,822.11
113,539.75

112,249.37
110,950.93
109, 684.37
108,329.65
107,006.71
105,675.50
104,335.97
102,988.07
101,631.75
100,266.9%

98,893, 62

97,511.71

96,121.16
94,721.92
93,313.93
91,897.14
90,471.50
B9,036.95
87,593.43

BR001500
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128
129
130
131
L32
2004

133
134
L35
136
L37
L38
139
140
{al
(42
143
L44
1005

145
145
47
4B
149
L50
151
152
153
154
155
156
1006

157
L58
159
160
161
162
163
164
165
16E
167
168
1007

ot TE A LA LT AT T - Th A as o WrmmewerT F T

Date

09-01-2004
09=-01-2004

-10-01-2004

11-01-2004
12-01-2004
total

01-01-2005
02~-01=2005
03-01-2005
04-01=2005
05-01-200%
06=-01-2005
07-01~2005
08-01+2005
05-01-200%

10=-01-2005

11-01=-2005
12-01-2005
total

01-01-2006
02-01=-2006
D3-01-2006
04=01-2006
05=01=-2006
06-01-2006
07-01-2006
08-01-2006
09-01-2006
10=01=2006
11-01-2006
12-01-2006
total

pLi-01-2Q07
02~01=-2007
03=-01-2007
04-01-2007
05~01~-2007
06-01~2007
07-01~2007
08=-01=-2007
09=-01-2007
10=01=-2007
1i~01=-2007
12=01=2007
total

Payment

2,000.00

2,000.00
2,000.00
2,000.00
2,000.00
24,000.00

2,000.00
2,000.00
2,000.00
2,000,00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,060
2,000,00
2,000.00
2,000,00
24,000,00

2,000.00
2,000.00
2,000.00
2,000.,00
2,000.00
2,000.00
2,000.00
2,000.00
2.000.00
2,000.00
2,000,00
2,000.00
24,000.00

2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000.00
2,000,060
2,000.00
2,000.00
2,000.00
2,000.00
24,000.00

P s

Interest

547.46
538.238
52%.25
530.08
510.80
6,727.66

501.50
492,13
482.71
$73.22
463,68
454,08
444.42
434.69
424.91
415.07
405,16
385.1%
5,386.76

385.16
375.07
364.91
354.70
344.41
334.06
323.65
313.]8
302.63
292.02
281,35
270.61
3,941.75

259,80
248.92
237,98
226,587
215.88
.204.73
193,51
182,22
170.86
159.43
147.593
136.35
2,384.58

v e =] -

415 362 54927428

3

Principal

1,452.54
1,461.62
1,470.75
1,879.95
1,489.20
19,272.34

1,498.50
1,507.87
1,517.29
1,526.78
1,536.32
1,345.92
1,555.58
1,565.31
1,575.09
1,584,932
1' 594 IBA
1,604.81
18,613.,24

1,614.84
1,624.%3
1,635.09
1,645.30
1,655,59
1,665,994
1,676.35
1,685.82
1,697.37
1,707.98
1,718.8%
1,729,39
20,058.25

1,740.20
1,751.08
1,762,042
1,773.03
1' 73‘-12
1,795.217
1,806.49
1,817.%8
1,829.14
1,840.57
1,852.07
1,863.65
21,615,42

Balance

86,140.89
84,679.27
83,208,52
81,728.57
80,239,37

78,740.87°

77,233.00
75,715.71
74,188,93
¥2,682.61
71,106.69
69,551.11
67,985.80
66,410,71
64,825,78
63,230.94
61,626.13

60,011.29
58,306.36
5§,751.27
55,105,97
83,450.38
51.784.44
50,108.09
48,421.27
46,723,950
45,019.92
43,297.27
41,567.88

39,827.68
39,076.60
16,314.58
34,541.55
32,75%7.42
30,962.16
29,155.67
27,317.89
25,508.7%
23,668,18
21,816.11
19,982.46

BR0O01501



SENTlPY=¥er0x”TPch9§§€r 1020 3 1-18-85 1 ST97FH ¢ 2137262471+ 415 3062 5482428

kel i e B i T O OO FY T Y T T LR L L L L L gy i Al ) S O Y S Wy e P Y - -----?ﬂ--' ----- kP Y

?mt. Dnt.u Paymnnt Interast Principnl Balance
\69 0}=~01-2008 2,000.00 124.70 1,875.30 18,077.16
170 02-01-2009 2,000.00 112.98 1,887.02 16,190.14
171 03-01-2008 2,000.00 101.1% 1,888.8]1 14,291.33
172 04-01-2008 2,000.00 89.32 1,910.68 12,380.65%
l73 05-01-2008 2,000.00 77.38 1,922.62 10,458.03
174 06-01=2008 2,000.00 65.36 1,934.64 §,523.39
175 07-01-2008 2,000.00 53.27 1,946.73 6,576.66
176 08-01-2008 2,000.00 41.10 1,94%8.50 4,617.76
177 09-01-2008 2,000.00 28.86 i,971.14 2,546.62
76 10~01=-2008 2,663.18 16.56 2,646.62 0.00
W08 total 20,663,118 710,72 19,952.46

irand total - 356,663.18 140,663.18 216,000.00

BR001502
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k¥ ANNUAL * FINANCE * AMOUNT TOTAL OF
t PERCENTAGE * CHARGE * FINANCED PAYMENTS
* RATE * The dollar amount * The amount of The amount you
v The cost of your * the credit will * credit provided will have paid -

* gredit a a * coat you. ' * to you or on after you have

* yaarly rate. W #* your behalf. mada all Elglﬂlntl
* Z: _ : : ap scheduled,

. :

' 7.50 bl 140,663.18 * -216,000.00 356,663.18
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
& ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE, ACT OF 1934
FOR THE FISCAL YEAR ENDED FEBRUARY 23, 1991
OR

(8 TRANSITION REFORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

Commission File Number 1-5358

UNIVAR CORPORATION

A Delaware LR.5. Employer
Corporation No. 91-0816142

801 Second Avenue
1600 Norton Building
Seattle, Washington 98104
Telephane No. (208) 447-5911

Securitles registered pursuant to Section 12(b) of the Act:

NamnfMél‘-':_ﬁp
Titla of Each Class o Whick

Common Stock, §.33% Par Value New York Stock Eichmge
: Pacific Stock Exchange
9%% Subordinated Sinking Fund Debentures MNew York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13
or 15(d) of the Securitics Exchange Act of 1934 during the preceding 12 months (or for such shorter period
that the registrant was required to fils such reports), and (2) has been sub]ect to such filing requm.mcnm for
the past 90 days.

Yes X Neo

The aggregate market value of the voting stock held by non-affiliates of the registrant a.it May 20, 1991
was approximately $146,300,000. As of such date, 17,608,800 shares of the registrant’s common stock, $.33%
par value, which is the registrant’s only class of common stock, were outstanding,

Documents Incorporated by Reference

The Corporation®s Annual Report to Shareholders for the fiscal year ended February 28, 1991 (Item
I—Industry Segments and Environmental Matters of Part I, Hems 5, 6, 7, and 8 of Part IT and Item 14 of
Part IV)

The Corporation's definitive Proxy Statement to be filed pursuant to Regulation 14A under the Securities
Exchange Act of 1934 (Item 10—Directors Only, and Items 11, 12(b), and 13 of Part III)
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PART I
ITEM 1. BUSINESS

The Company

e — i ——— s,

Univar Corporation was incorporated in September, 1966 to become the successor cOrporation in the
: merger of Van Waters & Rogers, Inc. and United Pacific Corporation, both long established companies then
| doing business in the western United States and western Canada. For the fiscal year ended February 28, 1991,
~ Univar Corporation (Univar, the Registrant, or the Corporation) and its two wholly owned sabsidiaries were

involved in the distribution of industrial, textils, agricultural and pest control chemicals and relatod products,

Van Waters & Rogers Inc. conducts its operations throughout the United States. Van Waters & Rogers Ltd.
conducts its operations throughout Canada.

Effective November 1, 1986 Univar acquired, through a transaction accounted for as a purchese,
substantially all of the net assets of McKesson Chemical Co, (MCC), one of the leading national distributors
i of industrial chemicals, Concurrent with the acquisition, the assets of the former Van Waters & Rogers

division in the U.S, were combined with the MCC opsrations and thoss activities are now carried on through a
: wholly owned subsidiary, Van Waters & Rogers Inc.

MCC had approximately 1,400 employees and generated sales of approximately $604,000,000 in its fiscal
year prior to the acquisition.

The transaction was an extremely important one in the development of Univar—one which doubled the
Corporation in sales volume and made it the largest industrial chemical distributor in North America.

Effective March 1, 1988 the Corporation introducad a new hazardous waste management servics in the
U.S, called ChemCare™, ChemCare is a service that allows the Corporation to maximize the use of existing
equipment, facilities and chemical handling knowledge by assisting customers in the responsible collection and
. disposition of their chemical waste streams, It is in essence a reverse distrfbution procese, developed in

response to customer demand for help in coping with increasingly complex environmental regulations at the
Federul, state and local levels,

i The Corporation does not, under ChemCare or any other program, actually dispose of chemical waste
i streams. The Corporation has contracted with EPA permitted hazardous waste disposal sites for that disposal,
! through incineration, recycling or other means. ChemCare is a service providing its customers logistics
management, temporary storage and access to various treatment and disposal technologies.

Distribution is the process by which manufacturers, both large and small, get their products to many end
users in the most economical way. As a distributor of industrial chemicals and agricultural chemicals and
related products, the Corporation's role is to purchase chemicals from manufacturers in truck, railear, or
tankcar quantities and sell them in smaller quantities to various customers. Univar adds value 1o its products
through supetior service, selection, and delivery reliability.

Financial Information About Industry Segments

The Corporation operates principally in one markst segment, chemical distribution, through two wholly
L owned svbsidiaries, Van Waters & Rogers Inc. in the United States and Van Waters & Rogers Lid. in
; Canada. .

Foreign operations in Canada for cach of the last three fiscal years are reported in the Univar Corporation
! 1991 Annual Report to Shareholders on page 31, under the caption of Note 11, Industry Segment Information
i is incorporated herein by reference.

Raw Materials

Numerous sources of supply generally exist for nearly all raw materials essential to the business.

[
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Pagents, Trademarks and Tradenames

Univar and its subsidiaries own certain trademarks, servicemarks, and tradenames, These marks and
names are important in its current operations but not indispensable.

Seasonal Business

No material portion of the continuing operations of the Corporation or its subsidiaries is regarded as
highly seasonal.

Principul Customers

No segment of the continuing operations of the Corporation is dependent upon a single customer or a few
customers, the loss of any one or more of whom would have a material adverse effect on the segment.

Competitive Conditions

" In the djstribution of chemicals and related products, Van Waters & Rogers Inc. and Van Waters &
Rogers Ltd, compete with local, regional and national distributors, as well as manufacturcrs who sell direct.
Although the acquisition of MCC established Univar as one of the largest industrial chemical distributors in
North America, the Corporation faces significant competition from distributors who have a larger market
share within local and regional markets as well as from othé¢r national distributors.

The Corporation competes on a variety of factors such as price, product quality, customer service,
selection of available products, reliability, technical support, and delivery.

Research and Development

As a distributor, Univar and its subsidiaries do not engage in rescarch activitics relating to the
development of new products or the improvement of existing products.

The Corporation has initiated a project to create a highly specialized, technologically innovative chemical
distribution computer system. It incorporates a sophisticated nationwide data distribution network utilizing
satellite’ telecommunications, and will ultimately provide a fully integrated process for the wholesale
distribution business,

Environmental Matters

The “Environmental Costs” section of Management’s Discussion and Analysis on pages 16 and 17 of the
Univar Corporation 1991 Annual Report to Shareholders and Note 10, titled “Litigation and Contingencies,”
on pages 30 and 31 of the 1991 Annual Report, are incorporated herein by reference. Sce also Item 3—Legal
Proceedings. - .

Employees

As of February 28, 1991, Univar and its subsidiaries had 2,826 full-time employess.

Backlog

The Corporation records revenues as orders are shipped. Due to the natire of the Corporation’s business,
no record of the backlog of orders is maintained.

e
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ITEM 2. PROPERTIES

The Carporation operates from approximately 140 facilities; 119 in the United States and 21 in Canarla,
with a total of approximately 4,300,000 square feet of office and warehouse space, (3,800,000 in the U.S. and
500,000 in Canada) of which 3,100,000 square feet is owned {77 facilities) and the remainder leased.

Listed below are the principal plants and physical properties of the Corporation and its subsidiaries used

in the wholesale distribution of industrisl, textile, agricultural, and/or pest control chemicals, The Corporation
believes its facilities are in good condition and adequate for its current operations.

YAN WATERS & ROGERS INC,

Nature of Owasrship
Ares  Lamd Aren Expiration
Location B(g:. Ft.) {Acres) Owned.  Leased Date of Leape
Aflanta, GA ............cci i i 86,000 8.6 X
‘ Chicago, IL............ooori i 55,000 28 X
§ (Schaumburg) _ ' '
: Cleveland, OH .............coociiiiiiiienn., 48,000 5.6 X
E Dallas, TX............. e e eaeraaaaes 133,000 9.8 X
! {Bekay Strest)
- Denver, CO . ... . e iarss 69,000 49 X
x Grand Praifie, TX «..vveeneeneneneanriranss 9000 50 X April 1997
i , HOuston, TX . ..o\ vuvurnnninnesirrnnenennnes 133,000 20.5 X
. (Brishane Strect)
Indignapobis, IN ....................0o0vunntn - 63,000 5.8 X
Jacksonville, FL ........00viviviniiiinnnnnnn. 49,000 1.3 X
Kent, WA .. ... e, 132,000 1.7 X
Kirkland, WA ..........ooiiiiiiniieannns 126,000 X August 2001
(Carillon Point) .
Los Angeles, CA ......... e ereees vor 156,000 9.4 X
{Bonnic Beach)
Tos Angeles, CA ...........cciiiiiiviinnnn, . 140,600 7.0 X
i {Jillson Street) ‘
Omaha, NE ... oo ccii i e 67,000 -10.3 X
: (F Street) ‘ :
Phoenix, AZ .......coooiivirivinininnnnnn ... 66000 100. -X
Portland, OR......0vvviiini i e nanras 95,000 9.5 X
(NW Yeon Avenue) )
: Salem, MA ........cooiiiiiiiiiiii i, v 214,000 9.9 X X  December 1991
' Salt Lake City, UT .........cocviviiiinnnnns 76,000 4.6 X
SanJose, CA ...ovvvvinriviiiiiiiiiie s 186,000 - 14.6 X
; StPaul, MN .......... it B8,000 90 X  September 2002
Spartanburg, 8C ... ... ... e 78,000- 282 X
‘ Toledo, OH ... ...ovvnirinenensreenennnnnn. . 48000 94 X
{Tracy Road)

oo —
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Other Van Waters & Rogers Inc. properties (owned or leased),
which consist mainly of industrial warehouses and related office space:

Albany, NY Fresno, CA - Oak Brook, IL
Albuquergue, NM Geismar, LA Odessa, TX
Altoona, PA \ Glendale (Phoenix), AZ Oklahoma City, OK
Amarillo, TX (Grand Rapids, MI Omaha, NE
Anchorage, AK Grand Junction, CO . Orando, FL
Appleton, W1 Greenshoro, NC Oxnard, CA
Augusta, GA Gmmvllle. NC Pasco, WA
Bakersfield, CA nge Philadelphia, PA
Beaumont, TX urg, PA Pinehurst, ID
Bt.llavuc WA Helena, MT Pittsburgh, PA
Honoluh, HI Pocatello, ID
Bloom nﬂg{n, IL Houston, TX Portland, OR
Buffalo, Jackson, MS Reno, NV
Burlington, 1A Kangas City, MO Richmond, VA
Carlin, NV Kingsport, Riverside, CA
(Casper, WY Knoxvills, TN Rock Springs, WY
Charlotte, NC Lafayette, LA Sacramento, CA
Chattan TN Las Vepas, NV San Antonio, TX
Chicago Hts., IL Lewiston, ME San Diego, CA
Chippewa Fnlln Wi Lafayette, LA Seattle, WA
Cincinnatj, OH {Carencro Sioux City, 1A
Culumbus, OH Little AR South Bend, IN
Corpus Christ, TX Longview, TX Spokane, WA
Beach, FL Louisville, KY Springficld, MO
Detroit, M1 Memphis, TN St. Louis, MO
EI Paso, TX Miami, FL Tampa, FL
Eugene, OR Milwankes, W1 Toleda, OH
Fairfield, OH Mobile, AL Tucion, AZ
Farmington, NM Nampa, 1D Tulsa, OK
Fayettevills, AR Mashville, TN Wichita, KS
Fort Wayne, IN New Orleans, LA Williston, ND
Fort Myers, FL New Rochelle, NY Woodbridge, NJ
VAN WATERS & ROGERS LTD.
Nutwre of Ownership
Bldg. Area  Land Aren Papivatlon
Location {54, FL) (Acres) Owned Leased Datbe of Lanse
Calgary, Alberta, Canada . .................... 50,000 4.6 X
Edmonton, Albeﬂ.a,) Canade ....conrevneerenans 59,000 56 X
Lachine (Montreal), Quebec, Canada .......... 52,000 33 X
Richmond (Vancouver), British Columbia,
Canada, . ..oovrvrnrrrrnnrnrnnrncaannnennns $1,000 8.7 X
Weston (Toronto), Ontarlo, Canada ............ 105,000 11.3 X
Valleyfield, Quebec, Canada.........oovvinveen 36,000 219 X
Other Van Waters & Rogers ries in Canada {owned or leased)
which consist mainly af iud ! warehouses and related office space:
Abbotsford, Britizh Columbia
Dartmouth, Nova Scotia
Kelolznu:.. l_iﬂﬂnhAlColumbia
London, Ontario
Ql.wbﬂ‘: CitYI
Red Deer, Alberta
ging, Saskatchewan
Saskatoon, Saskatchewan
Truro, Nova Scotia
Vaudreuvil, Quebec
* Windsor, Ontario

Winnipeg, Manitoba

4
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EXECUTIVE OFFICERS OF THE REGISTRANT

Name(2) .

James H, Wiborg(1) ....... e vararaeean
Chairman
Director

James W. Bemard ..............
President and Chief
Executive Officer
Direcu_x
N. Stewart Rogers(1) ................ .
Scoior Vice President
Bevan A. Cates................. .
Senior Viee President,
Sales, Marketing, and
Material Management
Dick ADavis.........cccvinvenes
Senior Vice President, Operations
James L. Fletcher ..... o eerererraraeen
Senlor Vice President, Environmental
and Corporate Affairs

Senior Vice President,
Finance and Administration

William A. Butler ,....................
Vice President, General Counsel

and Corpomtc Secretary

David C. Gentry, ., .vvennnnnns.
Vice President, Human Regources
Albert C. McNeight .............
Vice President
President, Van Waters & Rogers Ltd,
Gary B. Pruitt..... e E ety
Vies President, Treasurer, and

Assistant Secretary
Guenter Zimmer ..... At arrrerann
Vice President, Engincering
David B, Olsont.................
Assistant Treasurer

Age
66

53

6l

7]

52

471

36

59

a1

62

17

Busiwesy Experieacs Past Five Years

Chaiman of Registrant

Chairman and Chief Strategist
of Regietrant

President and Chief Executive Officer
of Registrant

President and Chief Qperating Officer
of Registrant ' -

Senior Vice President of Registrant

Senior Vice President of Registrant
Reglonal Vice President, Westcrn Region,
Van Waters & Rogers Inc.

Senior Vice Prosident of Repistrant

. Vice President of Registrant

Senior Vice President of Registrant

Partner, Shilder McBroom Gatss & Lucas
(attorneys at law)

Senior Vice Prosident of Registrant

Vice President of Registrant

Vice President Adminigtration and
Treasurer, Van Waters & Rogers Lid.

Vice President, General Counsel and
Corporate Sccretary of Registrant

Partner, Preston, Thorgrimson, Shidler, Gates
and Ellis (attorneys a1 law) .

Vict President of Registrant’

Vics President of Registrant
President, Van Waters & Rogers Lid.

Vicx President and Treasurer of Rogistrant
Treasurer of Registrant

Asgistant Treasurer of Regigirant

Vice Presldent of Registrant

Assistant Treasurer of Registrant

Vice President Finance and Controller,
Wall Data, Inc. (manufactorer of
electronic components)

Positien
Held

1990-
1986-1990

1986-

1986-1986

1971-

1989-
1986-1989

1989~
1986-1989

1989-
1981-1989

198%-
1987-1989
1973-1987

1990~
1983-19%0
1986-

1985
1985-

198%9-
1987-1989
1981-1987

1984-

1987-
1983-1987

(1 Familanlnﬁonahlpa:RobmS.annmrecmr,ilthcbmtharofN.StewutRmn.RnbeﬂS.RogmmdN.
Stewart Rogers are brothers-in-law of James H. Wiborg,

(2) No arrangement or understanding exists between any officer and any other person pursyant 1o which he wag selected

as an officer,

ITEM 3. LEGAL PROCEEDINGS

Because of the nature of its husineua,. the Corporaticn is involved in numerous contractual, proﬂuct
liability, and public liability cascs and claims, The liabilities for injuries to persons or property are frequently
coversd by liability insurance and the deductible and sslf-ingured portions of these liabilities, where applicable,

have been accrued in the financial statements.

The Corparation or related entitiss have been contacted by varicus governmental agencies reganding
potential liability for a share of the cost of clean up of twenty-two separate waste disposal or recycling sites

5



with alleged or confirmed contaminated soil and/or groundwater. With regard to several of these sites, the
Corporation has denied liability because of an absence of any connection between the Corporation or related
entities and the waste disposal or recycling site. At most sites which show some alleged evidence of an
association betwesn the Corporation or related entities and the waste disposal or recycling site, the
Corporation is considered a de minimis, or small quantity, “potentially responsible party.”

Sevenitesn owned, previously owned or leased sites of the Corporation are currently underpoing
remediation efforts or are in the process of active review of the need for potential remedial efforts. Some of
these efforts are being conducted pursuant to governmental proceedings or investigations, while others are
being conducted voluntarily by the Corporation, with appropriate state or Federal a,gemoy oversipht and
approval.

it The potential costs related to such matters and the possible impact thereof on future operations are
| uncestain due to: the uneertainty as to the extent of pollution at particular sites; the comploxity of
f governmental laws, both state and Federal, and their interpretation; the amount and timing of expenditures;

the impect of varying alternative technologies and cleanup methodologies; the availability of insurance
i coverage and/or indemnity agreements for a portion of certain of theze matters; the questionable level of the
i Corporation's involvement at certain sites; and the minimal amount of the alleged contributions by the
Corporation to other sites,

i Based upon the presently available information, management does not believe that the Corporation’s
' share of responsibility for the above matters will have a materially adverse effect on the Corporation’s financial
position or operations,

Az an industrial chemical distributor and handler of hazardous and potentially hazardous waste materials,
compliance with environmental laws is expected to continue to impact the Corporation’s operations, For the
years 1991 and 1990, the Corporation spent approximately $5,127,00 and $5,767,000, respectively, relating to
environmental matters for elective actions and to comply with Federnl, state, or local environmental
regulations, Of the amounts expended, $4,039,000 and $4,406,000 for 1991 and 1990, respectively were
charged against environmental reserves and $770,000 and $904,000 were capitalized for 1991 and 1990,
respectively, At February 1991 and 1990, the Corporation had regerves for environmental matters of
apmmumately $5,417,000 and $6,928,000 respectively.

|

|

The Corporation has filed a lawsuit against approximately forty-five insurance companies to recover
under prior comprehensive general liability policies for clean-np activities at various company ownaed or leased,
and third party sites with which the Carporation ia involved. To date, sizeable settlements with a number of
those insurance companies have been obtained.

Two lawsuits in the U.S, District Courts in Florida have been filed against Van Waters & Rogers Inc., a
wholly owned subsidiary of the Corporation, and seven other defendants. The complaints allege violations of
state and Federal antitrust laws in conpection with the sale of chiorine to municipal entitics in the State of
Florida. Based on Van Waters & Rogers’ share of the chlorine market in Florida, and based on information
presently known to the Corporation, management believes that any damages that might be assarted against
Van Waters & Rogers would not have a matarially adverse effect on the Corporation’s financial position or
operations, The Corporation believes the suits to be without merit, and is vigorously defending against them.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None during the fourth quarter of the fiscal year covered by this report.

BR0O01516



PART I

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCK~
HOLDER MATTERS

Market Information

Pages 17 and 37 of the Univar Corporation Annual Report to Shareholders for the ycar ended February
28, 1991 are incorporated herein by reference.

Security Holders
An of February 28, 1991, there were approximately 2,079 sharcholders of record.
Dividends

Page 15 of the Univar Corporation Annual Report to Shareholders for the year ended February 28, 1991
is incorporated herein by reference. '

ITEM 6. SELECTED FINANCIAL DATA

Page 34 of the Univar Corporation Annual Report to Sharsholders for the year ended February 28, 1991
is incorporated herein by reference.

TYEM 7. MANAGEMEN'I”S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Ligquidity, Capital Resources and Resuits of Operations

Pages 14 through 17 of the Univar Corporation Annual Report to Shareholders for the year ended
February 28, 1991 ars incorporated herein by reference. _

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Financial Statementy

Pages 18 through 32 of the Univar Corporation Annual Report to Shareholders for thu yoar ended
February 28, 1991 are incorporated herein by reference.

Selected Quarterly Financial Data

Page 32, Note 13 of the Univer Corporation Annual Report to Sharcholders for the year ended February
28, 1991 is incorporated herein by reference.

ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None

_
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PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF REGISTRANT

Identification of Directors, Identification of Executive Officers, Business Expertence amd Family
Relationships

The information required of directors of the Corporation by this itemn is incorporated by reference 1o the
| Corporation's definitive Proxy Statement which the Corporation will have filed with the Commission pursuant
to Regulation 14A within 120 days after the close of the fiscal year, and from the Board of Directors section,
on page 35, of the Univar Corporation Annual Report to Shareholders for the year ended February 28, 1991,

The information required of executive officers of the Corporation by this item is included in Part I of this
Form 10-K. :
ITEM 11. EXECUTIVE COMPENSATION

Cash Compensation, Bonuses and Deferred Compensation, Compensation Pursuant to Plans, Pension
Table, and Stock Option Plans

The information required by this item is incorporated by reference to the Corporation’s definitive Proxy
Statement which the Corporation will have filed with the Commission pursuant to Regulation |4A within 120
days after the close of the fiscal year, .

ITEM 12. SECURITY OWNERSHIF OF CERTAIN RENEFICIAL OWNERS AND
MANAGEMENT

Security Ownership of Certain Beneficial Owners, Security Ownership of Management, and Changes in
Control

The information required by Item 12 is incorporated by reference 1o the Corporation’s definitive Proxy
Statement which the Corporation will have filed with the Commission pursuant to Regulation 14A within 120
days after the close of the fiscal year,

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Transactions with Management and Related Transactions, Certain Business Relationships and Indebted-
nrexs of Management

The information required by Item 13 is incorporated by reference 1o the Corpomﬁon*s definitive Proxy
Statement which the Corporation will have filed with the Commission pursuant to Regulation 14A within 120
days afier the close of the fiscal year.
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PART IV

TTEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FOR_M 8-K
(n) (1) Financisl Statements

As noted in Part II, Item B, the following. financial statements have been incorporated by
reference from the Corporation’s Annual Report 1o Shareholders for the year ended February 28,

1991, -
Annoal
Raport
Page No.
Consolidated Statements of INCOIME ... vvaeiiierrairerrrrenrnrnnns 18
Consolidated Statements of Cash Flows . ... ... ... .. .covviiniii 19
Consolidated Balance Sheets .. .......... e areariaaraerananetanncn 20-21
Consolidated Statements of Sharcholders’ Equity .. ... e e 22
MNotes to Consolidaied Financial Statements .. ......oovviniiinant. 23-32
Management Responsibility for Financial Data...............0000000s 33
Report of Independent Public Accountants ... .. BN 33

(1) Financial Statement Schedules

(a) Selected Quarterly Financial Data (Unaudited) is incorporated herein by reference from
the Corporation’s Annual Report to Sharebolders for the year ended February 28, 1991. This data is
shawn in Note 13 on page 32 of the Annual Report.

(b) The following financial schedules are submitted herewith. All other financial schedules are
either not applicable or are fully disclosed in the applicable section of the Corporation’s Annual
Report to Sharcholders:

Report of Independent Public Accountants—Arthur Andersen & Co.,
dated April 25, 1991.
Auditors’ Report of Deloitte & Touche, dated April 25, 1991,
" Schedule V—Property, Plant and Equipment
Schedule VI—Accumulated Depreciation and Amortization of Property,
Plant and Equipment
Schedule VITI—Valuation and Qualifying. Accounts
Schedule IX—Short-Term Borrowings

_(b) Reports on Form 8-K

There have been no reports on Form B-K filed, or required to be filed, during the fourth quarter
of the year.

(c) Exhibits

Exhibits identified in parcntheses below, on file with the Sﬁcuntic;s and Exchange Commission,
are incorporuted herein by reference as exhibits hereto.
Exhibit ‘
Number Description
(3.1) Restated Certificate of Incorporation of the Registrant, as amended August 21, 1987
(filed as Exhibit 3.1 to Form 10-K datcd May 22, 1989, File No. 1-5858).
3.2 By-laws of the Registrant, as amended October 26, 1990.
(4) Indenture Agreement between The Bank of California, N.A., and Univar Corpora-
tion (filed with Registration Statement on Form T-3, File No. 22-7691).
{10.1)  Univar Corparation 1979 Executive Stock Purchase Agm:mnnt, as amended (filed
with Registration Statement on Form 8-3, File No. 33-3933).

9
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Exhiblt
Number Degeription

{10.2) ° 1981 Stock Option Plan {filed with Registration Staternent on Form S-8, File No. 2-
- 98329).

{10.3) Agresment and Plan of Distribution between Univar Corporation and PENWEST,
LTD. for operations spun-off to sharehalders of Univar Corporation common stock as

‘i ofsl\él;gh 1, 1984 (filed as Exhibit 28.3 to Form 8-K dated March 1, 1984, File No.

3 1- .

; (10.4)  Agreement and Plan of Distribution between Univar Corporation and VWR Corpora-
tion, for operations spun-off' to shareholders of Univar Corporation common stock as
of March 1, 1986 (filed as Exhibit 28.1 to Form 8-K dated March 1, 1986, File No.
1-5858).

(10.5)  Univar Corporation 1986 Long-Term Incentive Stock Plan (filed with Registration
Statement on Form S-8, File No. 33-34700).

(10.6) Agreement for Exchange of Capital Stock, dated as of September 19, 1986, {filed as

‘ Exhibit 2{i} to Form 8-K dated November 1, 1986, Fils No. 0—2754)

k (10.7)  Asset Purchase and Sale Agreement, dated as of September 19, 1986, (filed as

Exhibit 2(ii) to Form 8-K. dated November 1, 1986, File No. 0-2754),

{10.8) First Amendment to Assct Purchase and Sale Agreement, dated as of October 21,
1986 (filed as Exhibit 2(lii) to Form 8-K dated November 1, 1986, File No, 0-2754).

(10.9)  Addendum to Asset Purchase and Sale Agreement, dated as of October 31, 1986

; (filed as Exhibit 2(iv) to Form 8-K dated November 1, 1986, (File No. 0-2754).

I (10.10) Standstill Agreement, dated as of September 19, 1986 (filed as Exhibit 4(i) to Form
8-K dated November 1, 1986, File No. 0-2'754)

(10.11) Sharcholder Agreements relating to change of control of the Corporation with Mesars
James W. Bernand; Richard E, Engebrecht; M. M. Harris; Curtis P. Lindley; N.
Stewart Rogers; Nat S, Rogers; Robert 5. Rogers; and James H, Wiborg, dated as of
September 19, 1986 (filed as Exhibit 4(ii) to Form 8-K dated November 1, 1986,
File No. 0-2754)

(10.12) Univar Corporation Supplemental Benefits Plan, dated July 9, 1985 (filed as Exhibit
10,12 to Form 10-K dated May 22, 1989, File No.-1-5858),

(10.13) Agreements relating to compensation in the event of a change in control of the

- Corporation between the Corporation and Messrs James W, Bernard: N. Stewart
Rogers; Albert C. McNeight; and Robert A. Steinasifer, dated as of March 1, 1986;
in addition the Corporation has substantially the same agreement with James L.
Fletcher, dated as of May 1, 1989 (a representative copy of these agreements was
filed as Exhibit 10.13 to Form 10-K dated May 22, 1989, File No, 1-5858).

(10.14) Consulting Services Agreement between the Corporation and Mr. James H. Wiborg,
dated as of March 1, 1986 (filed as Exhibit 10.14 to Form 10-K dated May 22, 1989,

+ Fils No. 1-5838).

(10.15) Retirement Agreement and Noncompetition Agreement between Univar Caorporation

i _ . and Robert A. Steingeifer, as of March 1, 1988 (filed as Exhibit 10.15 to Form 10-K

: dated May 22, 1989, File No. 1-5858).

' (10.16) Univar Corporation Stock Purchase Plan (filed with Raglstration Statement on Form

: §-8, File No. 33-34657).

| (1017 Univar Corporation Uni$aver Tax Savings Investment Plan (filed with Registration

Statement an Form S8-8, Fils No. 33-34511),
(10.18) Van Waters & Rogers Ltd./Univar Corporation Stack Purchase Plan (filed with
Registration Statement on Form 5-8, File No. 2-71255).

13 1991 Annual Report to Shareholders of Univar Corporation {not to be deemed “filed
except with regard to specific sections which have been expressly incorporated herein
by reference).

2 Subaidiariea of Registrant.

24,1  Consent of Independent Public Accountants—Arthur Andersen & Co,

24.2  Consent of Independent Public Accountants—Deloitte & Touche.

243  Consent of Independent Public Accountants—Arthur Andersen & Co.

- 25 Power of Attommey.
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Exhibit

Number Description

18.1 Undertakings. ' '

282 Form 11-K Annual Report for the Univar Corporation Stock Purchase Plan,

283 Form 11-K Annual Report for the Univar Corporation Unifaver Tax Savings
Investment Plan,

284 Form 11-K Annual Report for the Van Waters & Rogers Lid./Univar Corparation
Stock Purchass Plan,

ITEM 14, OTHER MATTERS

For the purposes of complying with the amendments to the rules governing Form S-8 (effective July 13,
1990) under the Sscuritics Act of 1933, the undersigned repistrant hereby undertakes as follows, which
undertaking shall be incorporated by reference into registrant’s Registration Statements on Form 5-8 Nos. 2-
71255 (filed March 13, 1981), 2-98329, {filed June {1, 1985), 33.34511 (filed May 2, 1990), 33-34697 (filed
May 2, 1990), and 33-34700 (filed May 2,.1990):

Insofar as indemnification for abilitics arising under the Securities Act of 1933 may be permitted io
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised that in the opinion of the Securitiss and Exchangs Commisgion
such indemnification is agrinst public policy as expressed in the Securities Act of 1933 and is, therefore,
unenforcenble, In the svent that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the
registrant in the succesaful defense of any action, suit or proceeding) is asserted by such director, officer
or controlling person in connection with the securities being registered, the registrant will, unless in the
opinion of its counsel the matter has. been settled by controlling precedent, submit to & court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as
expressed in the Act and will be governed by the final adjudication of such issue.

11
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

UNIVAR CORPORATION

/s JAMES W. BERNARD
. James W, Barmard
Dats:  May 24, 1991 President and Chief Executive Officer

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant in the capacities and on the dates indicated.

{8/ NICOLAAS SAMSOM
Nicolaas Samsom
" Sepior Viee President—
Finance and Administration
Date: May 24, {991 (Chief Financial Officer)

/8! GARY E. PRUITT
. Gary E. Pruitt
: Yice President and Tressurer
Date: May 24, 1991 : . {Chiel Acconnting Officer)

DIRECTORS:

JAMES W. BERNARD
H. P. H. CRIINS
RICHARD E. ENGEBRECHT
MARK W. HOOPER
CURTIS P. LINDLEY
N. STEWART ROGERS
ROBERT S, ROGERS
ANDREW V. SMITH
WILLIAM K. STREET
G. VERHAGEN
JAMES H. WIBORG

By: /s/  WILLIAM A, BUTLER
Willam A. Byiler, Atterney-in-Fact
Power of Attorney dated May 3, 1991

Date: May 24, 1991
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Univar Corporation:

We have audited in accordance with generally accepted auditing standards, the consolidated financial
statements included in Univar Corporation’s annual report to shareholders mcorporated by reference i this
Form 10-K, and have issued our report thereon dated April 25, 1991, Our audit was made for the purpose of
forming an opinion on these statements taken as a whole. The schedules listed in the accompanying index are
the responsibility of the company’s management and are presented for purposes of complying with the
Securities and Exchange Commission’s rules and are not part of the basic financial statements. We did not
audit the financial statements of the Corporation’s wholly-owned Canadian subsidiary, which statements
reflect total assets and total revenues constituting approximately 15% and 14%, respectively, of the related
consolidated totals. Those statements were audited by other auditors whose reports thereon have been
furnished to us and our opinion, insofar as it relates to tho amounts included for the subsidiary, is based solely
on the reports of the other auditors. The supplemental schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, faitly state in all material
respects the financial data required to be set forth therein in telation to the basic financial statements taken as
a whole,

ARTHUR ANDERSEN & CO.
Seattle, Washington,
April 25, 1991,
AUDITORS® REPORT
" The Sharcholder,
Van Waters & Rogers Ltd.

‘ We have audited the consolidated balance sheets of Van Waters & Rogers Ltd. as at February 28, 1991
and 1990 and the consolidated staternents of income and retnined ¢arnings and changes in financial position
for the years ended February 28, 1991, 1990 and 1989, These financial statements are the responaibility of the
company’s management. Our regponsibility is to axprees an opinion on theze financial statements baged on our
audits.

We conducted our audits in accordance with generally accepted auditing standards in Canada. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement, An awdit includes exemining, on a test basis, evidence
supporting the amounts and dirclosures in the financial staterments. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as cvaluating the overall
financial statement presentation.

- In our opinion, these consolidated financial statements present fzirly, in all material respects, the financial
i position of the company as at February 28, 1991 and 1990 and the results of its operations and the changes in
its financial position for the years ended February 28, 1991, 1990 and 1989 in accordance with generally
accepted aceounting principles in Canada applicd on a consistent basis.

DELOITTE & TOUCHE
Chartered Accountants
Vancouver, Britith Columbia
April 25, 1991,
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SCHEDULE V
PROPERTY, PLANT AND EQUIPMENT
UNIVAR CORPORATION AND SUBSIDIARIES

I (Thousands of Dollars)
. Additioms ' Otber Cha: Add
Balaucs st Asasts of (Deduct)~ Balance
B:’lldu Additions Compn Translation =t End
Classificatlon Yaar at Cost  Acg Retiements  Adj(I) Oriher of Yaar
Year cnded February 28, 1991: .
I $173994 § 114 § — § — § 111 % (358)(3) § 17,261

; Buildings ............ciiiiiiiiina, 62,681 77 —_ (75). 320 2,881 (2,3) 65,884
‘ Equipment...........coieiiiianine 120,149 12,258 - (1,256) 450 653 (2,3) 132,254
; Leased property under '

i capital leases ... oo vinnc i, 5,082 - — — — - 5,082
>| Construction in progress ...... PP 24,225 28,968 — — 3 (1,567) ~ 51,634
; $229,531 $41,417 $ 0 $(1,331) $ 839 § 1609  $272,115
il Year ¢tnded February 28, 1990: .
! Land. ... ..o iiiiiiiiiiireneeenns $ 15260 $149% %5 — § — £ 15 % 623 (3) % 17,394

Bulldings .......ocvieverrnnrvnnnnns 53,788 1,381 —_ {483) 44 7,951 (2,3) 62,681

' Equipment..............coieivnnnnns 105,245 10,037 3,487 (1,850) 53 3,177 (2,3) 120,149
i- Leased property under
capital leasez . . .................... 6,558 —_ —_ _ - (1.476)(3) 5,082

! Construction in progress ,............. 8,821 23,193 = — {2) (7,787) 4235

‘ $189,672 536,107 $3.487 $(2333) § 110 $ 2488 $229,531

Year ended February 28, 198%; o

i Land. ... e $14966 51417 % - 5 (513) §$ 101 $ (T11)(4) $ 15260
li Buildings ,..................c.c0 0k 50,824 1,285 - (194) EYE] 1,500 (2) 53,788
l BQUIPIEDt . o . c v v iseivnrnnernneenen 108,377 5414 104 (1,299) 482 (10,833)(2,4) 105245
i Leased property undsr '
capital Teases . ....ooviiiiiiiniiians 7,493 — e {1,058) - 123 (4) 6,558
il Constrzction in PrOgress ..........0000 3299 20,398 — — —  {14,876) 8,821
i $184,959 . $3L514 % 104 S(3064) § 956 5524‘797) (4} $5139,672

(1) Foreign currency translation adjustments.
(2) Transfer from construction in progress.
(3) Reclassification from other asset accounts.

(4) Reclassification to other asset accounts, including approximately $17,027 to investments,
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SCHEDULE Vi

ACCUMULATED DEPRECIATION AND AMORTIZATION OF
PROPERTY, PLANT AND EQUIFMENT

UNIVAR CORPORATION AND SUBSIDIARIES

(Thonsands of Dollars)

Other Changesr—

Mdﬂ(lhdnﬂ)—
Balance st Additions — Describe Balance
Bafln-lng Charped to Translathon at Fud
Clussifiention of Year Expems(3) Retfrements  Ad)(1) Other of Year

Yesr ended February 28, 1991:

Buildings ..............coiiiii i $14.245  § 2084 5 (28) $113 & 592 (2) $17.016
Bauipment...........covviirninerinnens 50,087 11,883 (1,082) - 265 2,563 (2) 63,716
Leased property under capital leases . ...... 2,756 224 — — 2,980

$67.088  $14201  $(L1I0)  $378  § 355 (2) $83712

Year ended February 28, 1990;

Buildingy ................coi i ias 11668 § 1,979 § (M) $13 %5 662 (2) $1424%
Bouipment. ... ...iviriciia e e 40,012 12,169 (1,214) 28 (912)(2) 50,087
Leased property under capital leases . ...... 2,671 235 — - (150)(2) 2,156

$54,351 514,382 $(1,287) §41  § (400)(2) 367,088

Year ended Februgry 28, 1989
Builldings ........coovvvvvenrrriiiaiinas $ 032§ 1,597 $ (1t0) $117  § 742 (2) $11.668
Bquipment.........cvcvvrnrvinnernnines 32,19 11,925 (556) (3,832)(2) 40,012
Leased property under capital leases ....... 1,188 266 (449) 1,666 (2) 2,671

271
$42706  $13788  S(L11S)  $396  S(L424)(2) $54,351
{1) Forcign currency translation adjustments,
{2) Reclassification to/from other asset accounts.
(3) The annual provisions for depreciation have been computed principally in accordance with the following

depreciable lives:
Bulldings ...ovvinrinii e e 10-50 Years
Equipment . .........coiiiiiiiiiiii e, 3-40 Years
Leased property under capital leases ............. Lesser of asset or lease life

15
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SCHEDULE VIII
VYALUATION AND QUALIFY]NG ACCOUNTS
UNIVAR CORPORATION AND SUBSIDIARIES

(Thousands of Dollars)
- Addlilons

Balamts Choairpad Bal
B:fhlll;t " Couts al': m at Eﬂu
-ar ] Ll AT

Descripts Y Expan Accounts  Deductions of Y

Allowance for losses on receivables -
for the vear ended:

February 28, 1991 .....ovuierniiinnsns $2060  $1.856 $—  $2,280(1) 1,636
February 28, 1990 ........ocovniiininnss 31816 $1,590 $1,346(1)  $2,060
February 28, 1989 .................. .00 $1.777 $1,040 $ — 31,001(1) $1,315

(1) Uncollectible accounts written off, net of recoveries,

16
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SCHEDULE 1X
SHORT-TERM BORROWINGS
UNIVAR CORPORATION AND SUBSIDIARIES

{Thousands of Dollars)
Maxi Al Welghted
Weightod _ Amoust  Awwnst A
A Qutsianding  Outstanding  Inéerest Rate
Bualance at Interest During ihe Dnh% the  Dhuring the
Description End of Yoar  Rate  ° Year Year(3) Year(4)
Year ended February 28, 1991: _ :
Payable to Banks(13................ $10,000 _10% 539,798 $21,754 _8.7%
Commercial Paper(2) ............... $25,000 _16% 525,000 525,000 _8.2%
Year ended February 28, 19%0: '
Payable to Banks(1) ................ $ 7.823 &% $32,914 $15,044 1()=.1%
Commercial Paper{2}............... $25,000 _38% $25,000 $25,000 ﬂ
Year ended Febmuary 28, 1989
Payable to Banks(1) ................ $11,500 ﬁ% $25,000 $12475 &
Commercial Paper(2) ............... $25.000 10.0%  $25,000 $25,000 9.3%

(1) Notes payable to banks represent borrowings under line of credit borrowing arrangements which generally
have no termination date but are reviewed annually for renewal.

(2) Commercinl paper generelly matures 30-60 days from date of issue with no provision for the extension of
its maturity.

(3) The s.vera:e amqunt outstanding during the period was computed by totalling the average outstanding
borrowings for each month and dividing by 12.

(4) The weighted average interest rate during the period was computed by dividing the actual interest
expense by average short-term debt outstanding.

17
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COMPARATIVE HIGHLIGHTS

A e Y

) For the Years Ended February 28 1991 | . - 1990 . 1989
(" Operarions * and “Findneinl” amounss in thowsands of dollars) . - :
Sales -  $1,396,229 | $1,378,864 '$1,307.865
] . Income before taxes . . 33645 36,032 33,857
' Provision for taxes on income o 13,997 14,487 ' 13,884
] _ Met income ) 19,648 21,545 T 19,973
A . Dividends declared ‘ , 5,281 | 5.254 3,489
Per Share™
Net income ' 1:.10 122 1.13
, . Dividends declarcd - 30 030 20
| ' ' Book value - ' © 842 753 | . 657
Financial .
| Working capital ‘ . 89,140 71,940 63,739
Currene ratic . 14kl |- 1.35:]1 . L33
" Shareholders’ cquiy : 148,337 131,380 114,728
Inventories 110,712 97,609 97,532
Trade accounrs receivable — net . 162,538 154,529 143,845
Property, plant and equipment -— net 188,403 162,443 135,32}
Other .
Sharcholders ar year-end : . 6300 6,200 6,200
Employess ' ' 2,826 2,833 2702 |

Tk T.bmhpebmnmlper:bunmmbemmmdmnﬁmamﬁr-emmchpk:pmdm:]m%:mkdwuimdm
November 4, 1989, :bmbala’m of record om October 16, 1588,

1 Univar Corporation 1991 Anwual Report
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LETTER TO SHAREHOLDERS

The fiscal year ended February 28, 1991, was a challenging one for Univar, reflecring
the general economic slowdown in North America. Although we did not set new records,
we did demonstrate the resilience of our operations and our ability to adapt to rapidly
changing business, societal, and governmental demand.

For the year, net income was $19,648,000, o
$1.10 per share, on sales of $1,396,229,000. Reurn
ot our beginning equity was approimarely 14.9%.

These resuits compare to prior year het income of
$21,545,000, or $1.22 per share, on sales of
$1,378,864,000. Return on beginning equity a year
ago reached 18.8%.

We operated in 2 declining U.5. economic envi-
ronment throughout the year, and although we were
able & record increascs in carmings for che first two
fiscal quarters, the effects of the recession were evident
in the third and fourth fiscal quarters, when resules
were below those of the prior year, U.S. sales by Van
Waters & Rogers Ing, oraled $1,198,01 1,000, up
by 1.3%.

In Canada, whers we generated 14.2%, or
$198,218,000, of our total salcs volume, and 24.2%,
or $4,750,000, of our net income, the market was
distinctly weak all year — particularly in castern
Canada. Under the circumstances, Yan Watets &
Rogers Ledl., our Canadian subsidiary, produced excel-
lent resules,

We completed our 55th year of continuous quar-
terly cash dividends with total payout amounting to
$0.30 per share, the same rate 45 in che prior year.

While overall sales and pross margins remsined
essentially static, the necessity of continuing to invest

for the Rature left us unable or unwilling to hold the

line on those cxpenses that we believe are crucial 1o

our continued strength, including;

* TIntroducrion of our new computer system UVX
2000™ o approximarely 15% of the U.S. opera-
tions of the Corporation. In September, further
rollour of the syseem was suspended for the balance
of the year, while we used the installed capacity as a
testing platform to work out design and efficiency
problems which became apparent with full-scale
applicarion;

* Eswmblishment of 4 training program dedicated w
infusing Univat’s culture and operations with the
Quality Process in both the U.S. and Canada;

* A major commitment of staff rime and resources
for a number of projects related to environmental

remediation and faciliey upgrades; and

* Expenses relared to the investigation of possible
acquisitions in both Morth America and Europe.

Eoropeon Aaphlien.  On December 21, 1990, we
announced that Univar and Pakhoed Holding NV,
had entered into negotiations with Beijer Industries
A.B,, a Swedish company, regarding the porenrial
acquisition of the Beijer Industrial Disibuton Group
of subsidiaries in the United Kingdot, Scandinavia,
Swizedand, and Italy, With 1990 sales of approxi-
mately $380 million {U.5.), these subsidiaries have a
toral of 17 offices and approximately 550 employess.

=4

ey -

o

o mr———

- g =,

gt r—

- ———

¥

il

BR0O01531



-

o g mm———

On April 4, 1991, aficr fiscal year-end, an agree-
ment in principle was reached which calls for the
purchase of the stock of these subsidiaries by a new
holding company, Univar Europe, which will bs
owned 51% by Utivar and 49% by Pakhocd Holding
N.V. The total purchase price will be 300 million
kroncr, or approximarely $54,000,000. Closing will
be delayed until later in the current fiscal year,
pending approval of the wansaction by the Swedish
government.

Funding of the transacrion will be acenmplished
through the salc of 1,900,000 new shares of Univar
common stock to The Dow Chemical Company for a
wral eash consideration of $30,000,000, making Dow
an owner of approximately 9.5% of the Univar shares
to be outstanding.

Bowd of Directors,  On August 24, 1990, ata
Board of Direcrors meering prior o the Annual Mest-
ing of Shareholders, Mr, Lowry Wyatt, who had been
a director since 1975, retired from the Board. Lowry
bas been a strong contributor as a dircctor, particulardy
its the areas of employse benefits, compensation and
incentive systems, and in pension-relaced issucs. We
will miss both his sage advice and the sense of humor
with which he often made his points.

Mr. Wyaree was replaced on the Board by Mr. N,
Stewart Rogers, Senior Viee President of the Corpora-

tion since 1971.

Strategic Vision. In 1987 senior managemenc at
Univar developed projections of the major trends that
we believed had the parential to significancly impace

our business in the ensuing yearm, These wends pro-
vided us with a blueprint of the fture, and they have
guided our long-term planning,

Univar's ‘1988 Annual Reporr presented 4 surm-
mary and discussion of thesc trends in the form of a
“Stratcgic Vision,” predicting:

* Globalization of the indusery

¥ Industry consolidation

b Increassd importance of distributors

¥ Computer technology becoming critical ro
business success

* Increased regulation at all levels of povernmente and
greater environmental/safery awarensss

* Growing impormance of spent chemical
managerment

» Ineensified dermand for gquality in products and

in operations

As anticipated, each of these trends has emerged as

a significant factor in our business environment over
the past few years, and each contitmes o grow in
importance. By having identified them early and
plannied and acted aecordingly, we have been able o
position Univar to capitalize on opportuniies and
avoid or mitigare porential problems,

Much of the discassion on the pages that follow is
centered around these trends, dheir impace, and the
steps we have raken w0 plan for themn in order o
strengthen the Corporation,

Administrotive Fodlites.  Later this year, Univar
Corporare and Van Waters & Rogers Inc. head-
quarters and administrative staff functions will move
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to a new leased headquarters building in Kirkland,
Washington, & suburb of Seartle, marking che fiesc
time since 1986 that all the Corporate business func-
tions have been in one location, The management
informarion/dana processing department relocated lare
last year w a new compurer center adjacent to our new
Cotporate headquarters.

We anticipate improvements in internal communi-
cations as a result of this move, The greaver ease of
working as a team, with all the requited inpurs close at
hand, should significantly improve our abilicy to be
more responsive to our field offices and to our cus-
omers. Oceupancy of the new space is expected to be

completed in September 1991,

Outlook. The world in which our business is
operating is changing ar an accelerating pace. New
systerns, new legal and regulatory demands, newly
acquired operations, and the varying responses of our
suppliers, comperitors, and customers 1 the new
conditions they face are all contributing to this trend.

I'am particularly proud of the way in which the
people in our organization have accepred and re-
sponded 1o the changes being thrust upon them. They
are resporxding ro these demands in tnnovarive and

practical ways, thus ensuring our ability to continue

improving our servics 1o customers, and enabling us
to maintain a leadership role in the chemical distriby-

tion industry.

Sincerely,

Caam@ w, Lewn

James W, Bernard

President and Chicf Execugve Officer
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s a leader i ineustriod distribnion in Novth Awerica, Uiy Dy cansistently
dpprodched growth and develaprient on a long-termn basis,

By focusivg on periods of five or move yours nithor thar on qrarier-to-guarier or
Yt t-year comparisons, we buve beew abide to resist the pressures 1o seck “grice fixes” that

sicrifice ihe continuing stengrh of the Corporation Jor short-term boosts in carnings. This

_f.f)f."m Dt pm:/mw/ (fzrz‘.sm;-zding n:’.m/t\'_ ﬁn‘ anr /c?izgﬂ'm! _\'/yrzrﬁffrflﬂﬁﬂ??:f, and Do allowed ﬁﬁ-‘

 consistency i pursudt of our objectives thar has enabled us to attain and rerain « leding
ﬁf).?!-[!.(”‘l 1 i i"HEfHJ‘ﬁ:}’.

1hhis /f?/‘é{;"-!-i‘?J‘!?ﬁ r'{ppmmﬁb Lo bnsiiess j)/zzmu}{q YRS ol un{v a r/mrrmg/? ferand -
el f}fﬁ‘i!i“ﬂ"ﬂﬁ kel conditions aned fm/i-tm_"y fﬂc*z"f:’/()[;mf:*}'zztf, bitl atlso an zrm&ﬂﬁznﬁjiug
(g/ 'e-'fm'ﬂ':{fff{q fssites el trenels, the imipict of whieh Fitely F b f:*sz(ﬁ*m‘.‘_ for seveiul yeears.

D 1987, we produced wn ontline of the wagor tronds that we predicred rwonld
affect the chemical distribution industry i the ensuing years, Owr 1988 Awad Report
sttinsitiizedd this outline i severad groups of shove stateinents which constittete
“Sotegte Vaion” of vur opportuniiies and oljectives.

Dhe forst series of stetesnents owtlined our projecrions foir the chesnivad ndusoy and,
e piticilerly, the chenical distribution industry. They Lave proven highly aecunate
ditdd, sreoveorer; Pudie /Jr.*/pr*x‘/ Y fur orefndiy [f‘)i‘ !/n’_ ﬁf.ﬂm‘r.’ 14 Wi /ﬁi{/mhjf uim"zﬂgw}{{f‘
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The Chemicnl Distribution Industry Wilk Become Global.  Threc of the top seven industrial chemical distriburors
in the Unired Staves ate now wholly owned subsidiaries of European companies., Since the mid-'80s, Europcan
companics have been among the most aggressive in the acquisidon of regional chemical distriburors, and have
ineersified the level of competition in the U.S, market.

In our own case a Dutwh company, Pakhoed Holding N.V., is a major Univar shareholder, having
coneribured capiral to the Corporarion as part of a 1986 acquisition which more than doubled Univar's U5, sales,
The anneuncement in April of 1991 thae we had agreed to acquire the European chermical distribution subsidiar-
ies of Beijer Industries A.B., discussed at length on pages 2-3 of this repor, is funther evidence of the wend roward
international operations by distutbutors.

The fncreasing impaortance of international operations is also a elear trend in chemical manufacturing, as
virewally all major chemical companies now operate on a multi-continent basis,

Clearly, these parallels in foreign expansion programs are serting the scene for future increases in "part-
nerships” with aur suppliers and our custemers at both the national and international levels.

The Industry Will Experience Consolidosion. In 1987, approximarely 1.0%0 firms were involved in industrial
ehemieal distribution in the United States. Since that time, the number of industry participants has been reduced
to approximarely 950. The change is primarily a result of consolidation driven in larps part by the inability of
smaller companies to cope with the costs and complexities of chemical distriburion in wday’s cconomie and regu-
latory environment. The cost and lack of availahilicy of environmental and liability insurance, and an inability to

afford the range of echnical expertise required o respond o the wide array of new regulatory requirements are

among the many Rctors contributing o smaller companies deciding o sell to larger competitors.

Maintaining our financial strength will provide us with the flexibility to take

advantage of opportunitics that ray arse, In addition, as exemplified in
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our pending expansion in Enrope, financed with funds provided by The Dow Chemical Company in exchange
for stack, acquisitions provide an oppertunity for us o *partner” with our suppliers, providing them with 4 dicect
economic incentive to help us be suceessful,

Since 1988, acquisitions by both Van Waters & Rogers Inc. and Van Waters & Rogers Lid. have im-
proved our geographic coverage, expanded specific product lines o new arcas, and/or strengrhened local offices by
b adding additional sales volume and qualified personnel,

: Distributars Will Play u Mere Importent Role.  The percentage of chemical indusery outpur sold through
distribucors has experienced a slow but consistent growth over the past several years, and now is estimared ac
beoween 5% and 5.5%, implying a North American chemical discribution market of approximarely
$13.000,000,000. Not only is distriburion’s shate of the chemical outpuc “pic” growing, but so is the pie

itself; demand for chemicals in North America aver the past fow years has increased by approximarely 4.5%

annually.

Simultanegusly, manufactarers are looking for financially serong and environmentally responsible dis-

tributors who will represent thelr inrerests in the market. To the extens chat nor all distriburors are willing or able

to respond ro the increasing cxpecrations, they are being climinated from considerarion by many manufacturers

— reinforcing the consolidation trend in the industry and narrowing the field of available choices through which

manufactyrers are willing to distribure their produces.

Chemical manufacturers’ acknowledgment of the growing imporrance of distributors is accernpanied by
a growing interest and stake in the distributors’ qualicy of operations, financial stability, and commitment 1o
environmental stewardship. Consequently, over the past few years it has become increasingly conmon to see

chemical producess working elosely with distributors on operational and environmental considerations, and simul-

tancously subjecting them to much greater scruriny as to qualiry of operations.

Whether headguarcered I BASFAG, Germany
in the U5, or Europe, 2 Hoechst AG,
all of the world’s 10 Germany
Largest chemical manu- 3 Bayer AG, CGrermarny
Jecturers serve interna- o EL Du Fone de
tianal markets, providing Nemonrs ¢ Company
knique oppertunities for Ine., ULS.A
distributors who bave 5 Imperial Chemical
global reach ar well. Indusirizs FLC,

{ICn, UK

Ranked by sales, the
warld'’s chemical manny-
Jacturers are:

& Dow USA, US.A

7 Ciba-Gerigy AG,
Switzerland

8  Rhone-Poulene 54,
France

9 Tk Royal Dutch
Shell Group,
The Netherlands

1) AKZQ Chemie BV,
The Natherlands
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This clase working relationship with key suppliers, which enables them to observe the custady, trans-
porearion, sale, and usage of products as they move into the hands of ultirmate users, is in sharp coneras to dis-
triburors’ historical reluctance ta open their operations to manufaetuters or to provide them with customer usage
information,

The change is resulting in a dramatic increase in cooperative efforts to murually develop the syseems of
logistics, information, and operational controls, which move preducts from manufacturers through distriburors w
wimate consumers. We welcome this trend because it helps make the operational and applications knowledge of
the manufacturers available to us as well as to our customers,

Computer Tochnology Will Be Critice! to Suceess.  The chemical distribution indusery has been siower than
most to embrace the full porential of computer technology. Rarely was compurer wechnology used wo enhance a
distributor’s opcraﬁons, A number of facrors have combined in the past few years to change thar,

Inereased federal, state, regional, and local regulacion has resulted in new recard-keeping requirements,
Becausc of the volume of detail and the rate ar which technical and regularory information changes, the computer
is th only practical way to mainain dat on a current basis and to access e efficiendly.

An increase in “partnering” ot interface berween manufacturer, disteibutor, and end-user, s discussed
above, has opencd up vast quantities of new information to borh manufacrurers and distributors. Computer-to-
computer linkage within the distribution chain allows for dramarically increased levels of electronic data inter-
change berween manufacturers, distributors, and producr users, making possible programs such a5 autormnatic
updating and transimission of Material Safery Dara Sheets; electronic rmail; automatic purchasing (in which the
customer might purchase on a “paperless” basis, or alternately, the supplicr might schedule shipments to his ehs-
tomer on a “keep full” basis); and immediare distribution of information on new product applications to potental

commercial users.

Vhe challenges facing
the indusiry in the years
ahead make clear the
need for magor suppliers,
disiributars, and end- .
users to werk with one
another to develop .
innovative solutions 1o
common challenges
and commaon nesds,
The “strategic part-
nerships” that reult
from this new spirit of
cooperation afready have
resulted in improved

mately 9.5%;
stock; other supplicrs
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With larger systems, such as our UVX 2000™ | the opporrunity alse exists to introduce software which
approaches the application of artificial intelligence in such a way that we can increase safery and regulatory compli-
ance by substituting compurer-maincained dara on produets and the regulations relared o them, rather than
atternpting to rely on human memory.

Regulations Relating to Safaty and the Environmett Will Incrense. e have seen very high levels of legislative

, and regulatory activiry at all levels of government. Generally, these laws and regulations have been enaceed with
| the baudable objectives of improving worker and public safery, or of protecting or repairing the environmen,
while imposing new liabilicies oo corporations and individuals so a5 to encourage compliance.

While we are in agreement with the objectives of these regulations, their number, the lack of consistency
berween federal, state, and local regulations governing the same subjects, and the resulting sheer volume of mate-
rial to be absorbed and cranslated into useful operating instructions is very difficult and expensive to deal wich, In
our LS. operations last year, employess underwent more than 38,000 houss of training in operational and regula-
tory areas alone.

While the trend wward increased environmental and safery regulations has been widespread throughout
western ceonomiss, the U5, has been che leader in the volume of regulatory dermil, consistznt with our sociery’s
historieal tendency to concentrate on regulatory process, rather than on objectives.

The increasing level of regulatory complication over the pasr five or six years has been an imparanc
factor in our development of compurer based systems, and has also required thar we increase dramatically the
number of personnel dedicated to these control areas.
Five years ago, Univar had approximately 20 employees
in the operations and legal seaff devoted solely to un-

derstanding, interpreting, and cxplaining regulations w

ey
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our opetating personnel. Today that number stands at more than 70 people with skills in such diverse ficlds as
chemical engineering, industrial hygiene, hydrogeology, various legal specialtics, computer applications, erc.

While the cost of our response has been high, Univar has positioned itself as a leader in its ability to res-
pond to these new requirements promptly and proactively, rather than under the restricrions of regulatory edices.

Hazardous Waste Management Sarvices Will Grow in lmportunce.  Vircually every industrial process employing
the ehernieals we disuribute results in some “by-products” that are regulated as hazardous waste, An inerease in
regularions pertaining to the proper management of these waste streams has been accompanied by stiff penalties
for noncompliance. Univar recognized eacly the opportunity presenced by assisting our customers in managing
their waste chemicals properly.

As a resuly, in carly 1987 we began to develop a “reverss distriburion systern,” which was introduced in
the spring of 1988 under the name “ChemCare™ "

ChemCare™ involves the pickup of waste produets from our customers’ sites; consolidarion of these
praducts ac our specially cquipped and permicred facilities; and transporting to licensed rreatment, storags and
disposal facilities (TSDF) whose aperations, finaneial capabilitics, and insurance programs have been reviewed by
Univar or its consultants,

ChemCare™ salves major problems for our customers. [ simplifies the very complex rechnical/regula-
tory requirements and logistics of waste managemenc for our customers. It allows waste w be removed promptly
from their facility, Moreover, it gives them an independent assuranee of the serengeh and quality of the organiza-
tion to which their waste products are being delivered for recycling or disposal — a major concern singe the gen-
erator of the waste siream rerains “cradle to grave” responsibility for it, regardless of its final disposition.

ChemCare™ has proven to be a valuable scrvice ro our customers and an attractive

business opportuniry for us. During the past year, its second full year of operarion,

Since 1988, eight major  Drug-Fres Workpluce Act waste labeling and
Jederal laws and regula- Requires a pakicy Daperivork procedures,
timmy ri'ag been imple- statement and drug Hazerdous Waste
mented thas impace ludreness program, Operutloss and Emargency
;‘::mz‘:’:}ﬁ':k Claan Alr Act Responsa Regiations
Calls for air poliution Requires incveared
Iaudaliv:e ’ nbtb;:: Qf reduction through emis-  iraining, medical oo
compliarnce, boir in d ston comrol tachnology,  aminaiion, and bealth
serms of staff time an pollution prevension tracking for workers,
Efpfﬂ.lf. & s, rant. roarams dﬂd
Che programs, federal Storm Woter Discharge
micul Divarsion ond permis, Permitiing Regulutions
ratficking Act Toxkity Choractristic  Requc ;
3 . giires new permits .
Requires ﬂrz:dmgb:;d Leaching Procedurs Jor stovm warer discharge ‘ﬁﬂs E;?:Z
reporting sales of chem- Regulations and periodic sampling paear
feals that could be wsed ¢ oo~ of seormt waaser shipping docurner
to manufaciure illegel iy for idemiifring Puck Orioted Controlled Substumce
dhrigs. soncic hazardous waste,  py *m"‘s"“d:;: Tesiing Regelotions
resulting in permit Tntroduced new stan Requires drug res
maodifications and new dard for basardows programs for drivery
materiak packaging,
19
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ChemCare™ penerated revenues in excess of $20,000,000 and becamne dearly profirable. We expect continued
high rates of growth for this service in the coming years,

The Demond for Qeality WRll Continve Yo ltdensify.  Our 1987 prediction chat our customers and supplicrs
would increasingly demand qualiry in all facets of our operations has proved accurare; “Qualicy” has become the
corporate world's watchword of the "00s.

' In 1989, abter a therough review of what had become known as the “Qualicy Movement,” we sought
. oucside help in effecting a culrural change in the Corporarion. The project srarted in the winter of 1989/90 wich
all senior management personnel atending formal outside training programs, and condinued in 1990 with the
selection and training of employses whe would be responsible for the execution of the in-house program,
Presentation of the Quality Process to our employees on a lasger seate began in the spring of 1990, and
training classes now either completed or u;idcnvay in both the U.S. and Canada have reached some 450 personneat
with a program of ren two-hour sessions, Over the nexe ysar, we expest w expand the effore to provide appropriare
training to all employees, and will then continue the training on a maintenance basis for new hires and for re-
fresher or specialized training,
The basie effort Is to provide a corporate culture which:
*  Acknowledges that most people want to do a gaod job;
¥ Acceprs the fact that the person who does the wotle (nor his or her supervisor) knows the mast about how to
do it casicr and betrer, and provides a struceure within which che necessary changes can be made easily;
* Recognizes that even within the Corporation, all employees are “customers” or “suppliers™ of one another;

1 - b [nsists that quality is defined as conformance to the “customer’s™ requirements;
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WE, THE EMPLOYEES,
Everyone from the CEQ
tg the newest employee.

ARE COMMITTED
Not will be or desive 1o,
Wr are,

TO KNOWING
Finding out exactly
what our cusromer
WATE.

AND CONFORMING YO
Providing exactly what
GhF CUSEOIREr WANES,

THE REQUIREMENTS
Thit s “exactly what
the customer wants,”

OF OUR CUSTOMERS
External peaple

AND EACH OTHER.
as well as follow
emplayees,

WE WILL
Again, every employee.

*  Realizes that precise communication berween "customers” and “suppliers” is the key o describing the require-
mients for a product or service so accurately thae a continually declining rate of errors, misunderstandings, or

surprises can be achieved,

We are seeing excellent acceptance of these concepts throughout the Corpararion, and believe thac their
practice will enhance the satisfacrion and performance of our employecs personally and professionally. A dedicated
wark foree which wants to — and has been empoweted to - "D it right the first time, every time,” is a powerful

asset that will benefit our employees, the Corporation, our customers, and uldmarely our sharcholders,

Our commitment to a long-term approach to business planning is ongoing, We
continue to assess current conditions in our industry globally in order to detect and plan for
what we identify as emerging trends. Our track record in this regard bas been quite good to
date. Our furure success will be guided by our accuracy in predicting futnre rrends — and

planning wisely to either capitalize on them or blunt their impact, as necessary

PROVIDE
Deliver, rend, give,
transmit, ei.

DEFECT-FREE
within the

PRODUCTS &
SERVICES
agrecd-upon

FOqUITEITEnLT,

THE FIRST TIME,
Not mext tims,
not soen, nok someday.

The fivst time.

EVERY TIME.
Not onee in a while,

not most of the dme,
not prabably.

e Mark demotes alignment of
 goal: Quality.

and negative values ruggests

ther defect-free or it s net.

af Quality: Conformance to
v Prevention. Cost of Quality,
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Resvlts of Qperatlons.  Sales for the fiscal year ended
February 28, 1991, increased by 1.3% compared with
1990, and 6..8% compared with 1989, Sales for the
year teflect the impace c;f the decline in the U5, and
Canadian sconomics, which stcelerated as the year
progressed. We base this opinion on a ¢ombination of
direct observation of our customers, the absenee of
significant price inﬂari;:m ity our tarkers, and cthe
various indusrrial production indices available. Sales
volume resubes for 1991, adjusted for the effects of
inflation, decreased compared with 1 996 by less than
one percent, and increased cc:r.npa.red with 1989 by
approximately 3%, Infladon during 1991 was 2.1%
compared with 1.6% for 1990. l

Giross margin percentage was 15.196 for che cur--
rent year compared 1o 14.9% for 1990 and 14.4% for
1989, The increase during the two-year ptri;:td. was the
resulr of small changes in thé mix of our business
which wete due roa hi-gher proportion of through-
warchouss business, which carries higher gross mar-
gins and correspondingly higher operating expense
loads, as compared to di tect carload business.

Operating sxperises as a percentage of sales were
12.1% for 199 compared with 11.5% and 11.1% for
1990 and 1989, resp_ecr:ivély. Inflation was a factor in
health care benefits costs and in general wage and
salary rates. In addirion, new regularory requirements
also contributed to increased costs. The opcmﬁng
:ﬁpcnsc increase during the eurrene year of
$10,186,000 includes increased labor coses of
35.005,000 arrriburable maj;]y to cost of living in-

creases; increased costs of frings bénefies woraling
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$1,581,000, due primarily to increased costs of health
care; increased legal costs of §1 A489,000; and increased
costs of informarion systems of $1,482,000. Casts
att;ihurable to programs such as safety and 'quality,
accounted for the remainder of the increase.

‘ Intcrcst.cxpz:nsc for 1991 deereased to
$10,832,000 compared with $13,109,000 and
$11,443,000 for 1990 and 1989, respectively. The
average cost of bor£owing for the curtent yeat was
approximarely 9.5% comparcd with 10.3% for 1990
and 8,9% for 1‘;)89. The decrease in interest expense
for the current year reflects the lower sates 2 well as an
incr;ease in inrerest capitalized in connection with
construction of major assews, including the |
Corporartion’s new U.S, computer system and a new

operating facility at Carencro, Louisiana, Inrerest

" capitalized for 1991 was $2,780,000 compared with

$1,294,000 for 1990 and $738,000 for 1989, The
Corporation expects to complets the development of
its new computer system.during fiscal 1992,

Income taxes, including federal, stare, and

Canadian tm;‘;'s, were provided ar rares of 41.6%,

40,206, and 41.0% for 1991, 1990, and 1989, respac-

tively. The consistency in the effective rates refleccs the
lack of major changes in tax legislation in the Unired
States 'ancl Canada since 1986,

Met sarnings for the current year totaled
$19,648,000, or $1.10 per share, down by 8.8% from
the $21,545,000, or §1.22 per share, achicved in
1990, and down 1.6% from $19,973.000, or $1.13
pet share, earned in 1989, The decrease-in ner earn-

ings reflects the impace of the economic slowdown

e """ " |
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and increasing expense loads, due in part to increasing

costs of regulatory compliance which were not passed

along o austomers in the form of higher prices. While
we approve of objectives such as faster funding and
ﬁesring of pensions, drug testing programs, worker and
commuaity ri!ghtm kﬁow laws, and upgraded envi-
ronrmizatal controls, all these benehits i’xawt related
costs. We and our compertitors have learned over t}:l:
years to pass along increases in‘.mctchsmdise costs,

but we have not }';3[ lzarned char these price increases
rinst also be desigoed to supplort the eapidly ﬂc;laring
costs of new standards of social and environmenral

_practices,

;I.lquidlly ord Copitol Resowrces,  Cash provided from
operations totaled $26,035,000 for the current year,
down from the prior year wral of $5 1,681,000, and
| no significantly changed from the 1989 total of

$23,301,000. The twa major elements of cash flow,

carnings and dcprecia:icn, toraled $33,849,000, fall-

ing o-nly slighdly from the $35,928,000 total for 1990
* and unchanged from the 1989 total of $33,761,000.
The decrease in the current year operatng cash flow is
p;imarily dl.‘:e- to the increase in invenorics and ac:
counts reccivable, totaling 21,112,000, which was
only i:a.rr_ially offser by an increase Df§4,993,000 in
accounts payable,

For the past several years we have identified a [a.lrget

ratio of approximately 1:1 for interest bearing debr

equiry as the capiral elements of our balanee sheet, Ac |

year end, we were almost exactly on that targst with

the rartio standing at 1.03:1, This compares o .99:1 at
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year end 1990 and 1.03:1 at year end 1989, However,
given'the size of projected capiral expenditures, main-

tenance of this ratio ar the targered level is dependent

upen gur ability to improve inventory controls, reduce

the investment in non-operating assets included in our
balance she.et,‘am‘:l mainrain reasonable fevels of profit-
abiliry. The Corporation will sharply focus irs efforts
o all three areas in the coming ycé.r.

: Curreﬁt ratio, the rario of current assets to current

Tiabilitics, stood at 1.43:1, up from 1.35:1 and 1.33:]

'in the two preceding years, and reflects the cffects of

various items discussed above, *

Cash dividends per share declared this year towled
$0.30, ﬁth $0.075 per share payouts made in the
months of March, June, Slcpgcmbcr, and December.

* This payout was equivalent w che $0.30 per share
' payout in fizcal 1990 and was a 50% inerease over the

tare of §0.20 per anpurm which was effective in fiscal
1989, As a percentage of carnings, Idividcnds in fiseal
1991 were paid &t a 27% rate, a‘r; corpared to a rare of -
25% in 1990 and 18% in 1989. The Corporation has
historically arremnpted to maintain a dividend payout
in the range of 2596-35% of eanings, although any

future dividand declararion is subject to a review of all

existing and projected circumseances.

Remirn on beginning equity was 14.9% in 1991
compared to 18,8% in 1990 and 20.8% in 1989. This
declining wend results primarily from the deciine inl
carnings from 1990 1o 1991 discussed earlier in chis
report, and che increase in the uquil;y base over the last
three years, The presence of unused assets, primarily

resl estate, in our capital Structure also adv;_rsely affects

B ) : - -
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the rate of return.

The Corporation has available shore-rterm bank
lines char are adequate w support any anticipated
requizements. In addidon, long-term credie faciliries
have bcc.n maintmined which are in excess of current

requirernents. Present plans call for the renegotiadon

of both long- and shore-term credit arrangements

during the upeoming fiscal year, with the objective of
reducing principal paymenes scheduled over the nex:
few years, as well as generally updating the arrange-
ments to reflect the dcvcliapmcnt of the Corporation

since 1986, when the prcsm-'lt terms were established.

Copitol Expandituras.  Capital expenditures for the
year totaled approximarely $41.4 million, of which
$20.3 million or 49% represented capitalized expandi-

- tures related 10 the development of the UVX 2000™ ,

our new ULS, computer system, The major faciliries.

that were completed during the year were at Carencro,

Louisians, and ae Winnipeg, Maniroba; both plants
began operations late in the fiscal year. Cc;nsuucrion
costs for new chr.m.ic.al storage and dissribution facili-
tics, [;articu]a.rly tank farms but also warchouses, have

increased much faster than the general construction

 index in the past few years. This is duc ro the increas-

ingly complex and stringent requiremens related o
pollution prorection for air, water, and soil, as well as
for upgrading of fire protecion standards, The in-
creasing cost trend is important to us competitively
because we have in place the best nerwork of storage
and disteibution facilivies in Morth America, Wiuilc

new canstruction and plant upgrades will continue o
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be a substandial requirement for us, any comperitor
wis}\ti-ng to upgrade in order to duplicare our nadon-
wide logisfir:.s capacity will face cxtrcxﬁ:ly higlll capiral
costs, as well as cxrended permiring delays, |

Capiral expendirures for the upconing year arc
projected ar $42.3 nillion, with the major clements of
that budgst dedicated to the continued developiment
of UVX 200011“ , acquisition of land and construction
of new warchoﬁsc facilitics, and environmental

PIOjECTS, |

Environmentat Coxfs.  As an industrial chemical

.di_stribumr and handler of hazardous and porentiatly

hazardous waste fnateri.'al.ls, the Corporation is subject
to and complies with pmmulgatc:;ﬂ environmenal
and snEty regulations. The Corporatdon spent
appfuximatel.y $5,127,000, $5,767.000, and
$2.912,000 for 1991, 1990, and 1989, respecively,
relating o environmental matters; for elective actions

and to comply with cnvironmc;'lta] regularions. Of the

amounis expended, $4,039,000, $4,406,000, and

$2,584,000 for 1991, 1990, and 1989, respectively,

were charged against environmeneal reserves, and

770,000 and $904,000 were capicalized for 1991 and-

1990, respectively. Ac February 28, 1991 and 1990,

the Corparation bad reserves for environmental mat-

“ters of approximarely $5.417,000 and $6,928,000,

respectively. Compliance w:r.h inereasingly seringene
cnvimn.rn;mmi and safery regul;ir_ion.s is expected w
tesult in higher expenditures for ca}:':ital and operating
Expcnsc items. Because of the frequent changes in laws

and regulations }nd the uncertainges thercunder, as
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well # cvolving cleanup rechnologies and methods, ~ same-dawe in 19!'-39. Over the two-year period, the

' the Corporation cannot accurately predict the amount  increase in stock price was 10.8%, comparcd to a

of such addicional expendirures 27.19% increase duting the same period for the
S&P 500,

. Stock Price.  The closing price of a Univar com- During the year ending February 28, 1991, the
mon share on the New York Stock Exchange ar ptice of a Univar commmon shars ranged between a
February 28, 1991, was ‘ ‘ ‘ high of $16.50 vecurdng
$14.00 eomparcd ta | during July 1990 o
$12.25 ayearcarlier low of $10.00 occurring
and $12.63 on the

during January 1991.

7 Univar Corparation 199! Annual Report
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CONSOLIDATED STATEMENTS OF INCOME

r " For the Years Ended February 28 H 1991 1990 1989
g ) ‘ _ {Thansands of dollars, exceps per share ivems)

j | )
L Sal , o $1396209 | $1,378.864 |  $1,307,865
o : Cost of Sales S 1,185,576 1,173,134 1,120,139
i f . ‘ _
i , : Gross Margin ‘ 210,653 205,730 187,726
. Qperating Expenses T . 168,848 158,662 | | 145,560
Income from Operarions 41,805 47,068, 42,166
. Other Tncome (Expense: ‘ S b
f‘ Interest on borrowed capical (Noté 1) {10,832) (13,109 (11,443}
" ' ’ Other — net ' . 2,672 2,073 3,134
‘ Incorne Before Provision for Taxes on Income 33,645 36,03;2 C 33,857
‘ Provision for Teees an Tncome Notes 1 8&£6) 13,997 14,487 13,884
) Net Incame ' $  19.648 $ 21545 $ 19973
Net Income Per Share (Note 1) ) % 1.10 ¥ 1.22 ¥ i.13
The accompanying notes dre an integral part of these pr—
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-CONSOLIDATED STATEMENTS OF CASH FLOWS

For ibe Years Ended Fepruary 28 . ' ' . 199y 1990 1989
" (Thousands of dollans) : ]
S . Cush Floos Provided fw@byoﬁﬂﬂﬂgmﬂﬁﬂ . . | .
. - " Net income, : : . 819648 | $21,545 . $19973
? Adjustments w reconcile pet income o ) o
j - : net cash provided (used) by operating activities: .
. Depreciation and amortzation o 14201 14,383 13,788
: _ Deferred taxss 'on income ' 13,009 | 9,658 ' I ,7._03, e
‘ - ‘ Deferred liabilities and mlm R (4,941) (1,864) (1,657)
1 . Othei — net ' . 199 ) 82)
. -Chmgemassemandhabﬂmes.netufeﬁect ) ' D '
: of businesses acquired: ‘ Co. FE . -
- Accounts reccivable | (8009 . (4,703)] (22,601)
i . - - Inventories N (13,103) 4274 | . 5504
y ' Accounts paysble : S4993 |0 5300 | 684
' Othier current assers — ner : 2163 757 |- 1,174
Other current liabilitics — net ' _ (2,125) . 1,748 : 4,815
Net Cash Provided (Used) by Operating Activities  * 26,035 5681 | - 23301
Cash Flous Provided (Used) by Investing Activities ' ' .
Proceeds from investmenss \ 597 4577 | | 2,748
) : ) Payment for purchase of investments - {2,128) - (938) . (15.241)
2 B . Additions to property, plant, and equipment — net (38,608) (37.573) (9,563)
L, Acquisition of businesses =T asesey| - (3533
';} Change in ather assets — ner o ) 1,049 603 T 308
 Nes Ciach Provided (Used) by Tivessing Activitiés Bo090)| - (50290). (25,2604
Cash Flows Provided (Used) by Financing Ackivities. - L .
| : Short-cerra borrowings — ner - S| (3,623) 17,6517
' . - Famrciseof{:tbckoptiqns L ' 122 78 115
c ' . - Long-term debr incurred _ ' 95000 | - 35,000 20,000
S " Reduction in long-term debt ©(75.668) (22,233) (31,918)
‘ Payment of dividends - ‘ - (5274) (4.813) (3,051)
‘-  Net Cash Provided (Used) bﬁmmrzgﬂrtmm 16452 |- 4,409 2,797
- " Nev Gah Provided (Used) - 3397 5,800 | 814
; ‘ ~Cash and cash equivalent at bcgmmng ofym . .o 13255 (- 7455 ‘ 6,641
v Cush and Cash Eqscivalents at End of Year $16652 | . $13255 | ' $ 7455
Supplemensal Disclasure.of Cash Flow Information
. Cash paid during the yéar for: . o
L " Interest (net of capitalized inverest) ' $10479 | $12497 | $10638

Incoine taxes . $ 6357 $ 5608 | 813115

_ Macmmmqmmmnmyﬂmgfﬁmm
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CONSOLIDATED BALANCE SHE H'JS

February 28~ o s : 1991 1990
 (Thousands of dollary) : _
Aszety
" Curvent Asiets . .. : - ) .
" Cash and cash cquivalents : : $ 16,652 $ 13,255
Receivables — _ ‘. ' ‘
Trade accouns (less allowarice for dowbiful secounts of L . .
$1,600 101991 and $2,100 i 1990) . 162,538 154,529
Other g 8 = _ 4,764 Y6901
Inventories (Note 2) ' 110,712 © 97,609
Prepaid expenses and other assets . _ ' C3aM| 3,360
Toral currenr agsers - o - ) 298,000 . 275,654
. Real Propersies: Held for Sale and Long-Term Receivables : - 31,429 . 29,682
Property, Plant, and Equipriuent (Notes 1, 4, 8 5) L _ !
Land U L 17261 17,3%
Buildings - o - 65884 | . 62,681
Equipment : 132,254 | . 120,149
_ Leasedt property under capical leases ' L5082 5,082
Construction in progress. | g - . 51,634 24,225
' _ ' : 05| 229531
Less accumulared depréciation 83712 | 67,088
Net property, plane, and equipment . 188,403 | . 162,443 |
Other Asers o o 8,579 9629

$526,411 $477,408

manmmmmimgmlpmqftﬁmm.

B Linivar Corporation 1991 Anmual Report
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Lickifitles and Shorehobders’ Equlty
Current Liabiliies N
Bastk checks outstanding less cash in bank
© Notes payable (Note 3)
" Current porton of ]nng-ﬁnn dd_:t
. Accounts payable
Aszrucd payroll and other lisbifitics
* Total cuttent liabilities

Lang-Tevm Debs, lass curvent portion (Notes 3, 4, 5, & 10)

Deferred-Trems y
Deferred taxes on income (Nowes 1 &6)
Other, deferred liabilities and credits (Noes 1 & 10)

Toual deferred items
Cammrnismients and Consingencies (Notes 5 8 10)

Shateholders’ Equity (Notes 1 & 7)

Preferred stock, no par valus
Autharized — 750,000 shares

Common stock, par value $.33"5 per share
Authorized — 40,000000 shares
Tssued — 20,118,502 shares in 1991 and 1990

Addirionial paid-in capiral -

Cumulative rranslarion adjustment

“T'reasury sock, at cost, 2,508,943 shates in 1991
and 2,597,802 in 1990 o

Deferred stock compensation expense

I Total shareholdem' cquity

Univar C'amté:ﬁpn 1991 Ansual Repore

1997 1990
$ 12,99 $ 4,120
10426 - 8154
5,702 5870 |
153,448 148,455
26,288 | 37,115
208,860 203,714
. - e
135,531 116,199 |
| 23,484 10,475 -
10,199 15,140 _
33,683 | 25,615
6706 6.706
. 39,790, 39,057
109,596 95,229
5,022 1,469
(9.554) 0.857)|
(1,223) (724)
148,337 131,880
$526411. $477.408
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CONSOLIDATED STATEMENTS OF SHARENOLDERS’ EQUITY
. ’ : : : Stack Total e
For the ‘Three Yoars Ended Additional | | Curmmlsive : Comper- | . Share-
Fabrugry 28, 1991 Conomon | Paidein | Retuined |- Transdasion. | ' Treasty wsion | - bolders’ |
{Thousands af dollers) Stock Capital |~ Earnings | Adpurrment - Seock Eupene Epelty
Balance, Fcbruary 29, 1988 $3,343 | $41,470 | $ 62454 | § (224)| $(10.135)| $ (654)| $96.254
 Net incorne — —| et —| " —| . —| 19973
Extrcise of stock oprions —t . B3 —l. - &0 C—=1 15
Stock awards | o
(32,374 shares) 1. 554 — =l = e —
Cash dividends at : ' ' :
" $.20 per share” = =] (489 — —| =] (489
Foreign currency - . : ‘ . l
" translation adjustmerit — —| 7 =] 5% e —1 1535 |
" Deferred stock _ _ . ‘ ' : o
compensation expense . . — | - — — — — 340 340
Balance, February 28, 1989 3,354 | 42,059 | 78938 | 1311 | (10055  (879) 114,728
Net income . - —| 21,545 — — — | 21,545
Exercise of sock options = — | 24 — ' — .54 - 78
(38,138 shares) o sl . =] =] 44| @ —|
Cash dividends ar . . - .
. $.30 per share —| =] G259 — — T —] . 62549
Two-foronestocksplic - 3352 | (3352)  — — . - =
Forcign currency N S ) N
translarion adjustment - — —_ —_ - 158 — — 158
compenzarion expense —_— . = —r — —_ 625 | 625
Balance, February 28, 1990 6,706 | 39,057 | 95229 | 1,469 | (9,857)|  (724)] 131.880
Netincome — —| - 19,648 - —| =] 19648
Exercise of siock options ~~ — | 49 S ) ] — 122
(65,240 shares) - | ess|  —| | 20| @4 - —
$.30 per share = =] G2y - — —|. ‘G281
Foreign currency . o ’ _ : ‘
1 : _ * wanslation adjustment — | —_ - 1,553 | - — C— 1,553
" ' Deferred seack o ' '
: . : compensation expense — - e —_ — 415 415
i Balince, February 28, 1991  $6,706 | $39,790 |$109,506 | $3,022 | -8(9;556)| $(1,223)|$148,337
mmngmmmmiungmlp;ﬂnf#mrmm
| R Univar Corporaion 1991 Annual Report . o
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NOTES TG CONSOLIDATED FINANCIAL STATEMENTS

r mdmm

. Mndpln of Comsolidetion.  The consolidared ﬁnanual staternents inelude the accounts of the Corpumuon and
.o : s subsidiarics. All significant i intercompany accounts and veansactions have been climinared.
‘ Trouskation of Conodlen Cwrrensy,  The accounts of the Canadian subsidliary are translared using the :xcha.ngc
mesmcﬁ‘ectatthcba]nnc:shmdat:.Rﬁulmofopmmmmmﬂatedmmgﬂwmmgcﬂchmg:mpm- _
vailing throughour the period, The cffects of unrealized exchange rare fluctustions on wranslating forcign currency
" asscts and liabilities into U.S. dollars age accumulated as the cumuladve translation adjustment in shateholders’
equity. Realized grins and losses from foreign CUITency transactions arc included in net income for the permd
Fupﬂ'ly Plost, ond Eqipment.  Expenditures for property, plant, and equipment and for renewals and betrer-
- ments that extend thie originally estimated economic lives of asscts are capitalized ar the relaeed cost. Expenditurcs

R R

for maintcnanes, repairs, and other renewals are charped to r_xpense The Corporation’s property 26C0Unis are .
paintained, for the most part, in multiple asser accounts. Gain or Joss is recognized for dispositions. For financial
reporting purposes, depreciation has beeh provided using the stright-lin method over the estimate useful lives *
of the related assces. For income tax purposes, depreciarion on carmain assets is computsd usmg acxclerated
_ methods, Interest costs of approximately $2,780,000, §1, 294,000, and $738 000 for fiscal ya:a.rs 1991, 1994, and
b 1989, respicrively, have boen capitalized in the cost of new ssses
: Soli-tmsurancy Resarves. Th¢ Corporation retains cerrain exposiires in its insurance plan under vatious
deductible or self.insured programs: Reserves for claims made ate recorded at estimated costs as current liabilities,
Reserves for estimated clairis incurred but not yet reported are recorded as deferred eredits. _
L - Income Taxss.  Income taxes are provided for all items included in the consolidarsd statements of income
- regardless of the period when such itesns will be deduetible for tax purposcs, “The principal Gming differences
between fihancial and tax reporting azise from depreciation, software development, and environmental and other
reserves. Accwmulated undistibutcd earnings after taxcs fot the Canadian sybsidiary amounted t nppmxmuntly
$47,000,000 ar February 28, 1991, No provision for Canadian withbolding or United States federal incomne
raxes is necessary, as it is managemnent's intention thatdmd:ndsm]lbcpmdonly undummmmmnwhxchwﬂl ’
not generate additional net rax cost.
wmn- Famings per common share are based on th:ewugimdavuag: number of shates outstand-
mg during each year (17,793,911 for 1991, 17,728,232 for 1990, and 17,603, 420 for 1989). There is no
¢ o materia) dilution due ro outstanding sack options.”
' ' Hmmncalpcrsha:edamhnv:bcmrestatcduomﬂectth:eﬂ'ﬁxofamo-ﬁ)mncmcksphtpmdmdwfurmof
2 100% stock dividend on Nevembex 4, 1989, 1o sharcholders of record QOctober 16, 1989,
Statement of Cash Flaws. The Cmpamuon considers cash on hand, certificates of deposie, and other securities,
! ' mdwnguulmanmmsoflusthmi)ﬂdm asmshforpurposcsofthcmmmmofmhﬂows Thccﬂ’ec:tuf

changes in foreign exchange rates on cash balances is not significant.
ltnnn Recigaifion. The Curporanon records revenues as orders areshtpped.

e e i ———m i —Ae—————

]

| Nee2 T laventerdes

" Inventories consist pmm:l]yofﬁmshnd goods. The method of valuation of inventories atbﬂ]mshectdmw

asfallows.
mmumdufdaﬂw 5 . - 1991 . 1990
L | At Cost (lastin, frs-out iethod) _  savas| #7802
: . AtlmuometnrMnkﬂ(avmgc-mnmcmnd) : 21,368 19,584
- : ' - $110,712 _ $97,609

B Unioar Gorporation 1991 Anmual Répart
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.

If the inventories valued on the LIFO method had been valued at first-in, firse-our (FIFQ) costs, they would
have been $25,819,000 and $23,493,000 higher than reported at February 28, 1991 and 1990, respectively.

Netw2  NotesPuyobh _
As of February 28, 1991, the Corporarion had regular domestic and foreign shorr-rerm lines of credivof,

" $70,444,000, with laains dgainse these bank lines of $10,000,000. In addition, the Cotporation had $25,000,000
of commércial paper outstanding, The approximate average aggregate short-wm borrowing and weighted average
shiort-term interest costs were $46, 754 000 and 8.4% in 1991, $40, 044 000 and 9.2% in 1990, and $37; 475 000

. and 9,28 in 1989, The maximum armount of shorr.-lerm bnrmwmg during the year was $64 798,000 in 1991,
: $57914000 in 1990, and$50000000m1989 ' -
‘ February 28, 1990, $25,000, 000 of commercial paper bommng was roclasmﬁ:d to long-tcrm dcbt. based
upon avaﬂable’ refinancing through the revolving credit agreement discussed in Note 4.
" To compensate its banks for the availabilicy of shorr-term and long-[erm credit, the Corpuranun has mformal
AEIELMENts 1o malntin average cash balance.*s v:.rymg up 0 5% of the avaﬂable cred.n: or in certain cases to pay
fiees in licu thereof.

’ Note 4 " LoageTerm Dobt und nmlvhgm

Th_c‘long.-tu'm debt of the Corporation and is subsidiaries at balance sheet dates was as follows:

(Thowsands of dollar) ‘ B 1991 . 1990
Senior Debr: _ ) _ .

. Revolving credit agreeinent _ _ : $ 55000 - $ 40,000
Commercial Paper Note 3) . - | . 25,000 [ © 25,000 |
Term eredir agreement, 9.84%, unsecured, pﬂyab]c in cqu:ll ) - L

annual insrallments from 1992 to 1996 - o 16,667 20,000
Term credit agreement, 10.17%, unsecured, payablein 1992 .~ 10000} . 10,000
Term credit agreement, 8.99%, unsceurcd, payabl: in1994 © - 10,000 —

" Industrial revenue bonds, 72% to 88% of bnk's prime, secured

by certain real property, payable.ip installments 1o 1995 ‘ 6,300 7,350
Industriat revenuc bonds, 7.25% w 11.15%, secured by . o .

certain real property, payable in instllmens to 1999 . . 4,250 4,950

" Other . , ' R 168
. Subordinaied Debr ' ' |
Subordinated note, at prime rat, m:uxcclbym'mmml . . )
- property, paynblc in inseallmenrs with balance due in 1992 . _ 7,540 | _ 7,540
9.75% subordinated sinking fund debentures, payable in . : '
installments 1o 2000, n:tufunamomznd dr.bennu\: discount : ] 1,87:’1_ . 2034 )
. Capisalised Lease Obligasions: - :
8.51% to 11.75%, sccured by certain real propesty, .
. poyable in monthly insrallments 102020 . . 4,805 . 5,027
' ) ' 141233, 122,069
Less cuttent portion h _ . ' ) 5702 | . 5,870
Ner long-wm clcbt S B B $135,531 . "$116,199

% Univar Cm?ammn 1991 Annud&parr
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. | Maumuesnflong-mmdnhrfordwﬁsmlyﬁ:smdmg 1993-1996 are as follows: - B . .
. : o . 1993 - R $5,550 - T

, | : AT 7 16,470 -
o C1995 _ - 7,250
o S . 1996 4,120

r

Through a rcvohrmg credic agrm:m:nt with a group of banls, the Corporation and iw mbsndmry, Van Waters
: ) & Rogers Ine., may borcow up ro $85,000,000 at prime rate, certificate of deposit rate phus 7s% aor LIBOR plus
i . . "%, ar the Corporarion’s oprion. The commitment was recuced by $10,000,000 on March 1, 1991, and expires -
' on December 31,1993, The agreemént also requires compensating balances of not less than 5% of the ourstand-
ing loan amount, or the payment of fees in liew theréof, and fees of %% on unused commitments.
At February 28; 1991, cusrent debrt marurities romling $17,340,000 were class:ﬁcd as long—u:rm debt based
upon available financing through che revolving eredit agrecment. . -
The long-term debt instruments include provisions specifying minimum cutrent rado, tangible ner worth,
" debt/tangible net worth ratios, and net sangible asscis/debt ratios. Under the most restrictive of the financial ratios,
 the: Corporation’s enrrent ratio cannot fa]l br.lnw 1.20:1 a.nd ratio of total intcrest b:anng debr w nangible net
worth cannot exceod 1.30:1. .
. On May 20, 1991, the Corporation cnrered ineo a Loan Agreement with a bank which provides $40,000,000 -
of additional borrowing capacity, L!ﬁough November 30, 1992. On orbeforc that date, the Corporation antici-
pates renegotiating all of irs revolving credit agr::n;cnts The funds made availabls by the Loan Agreement may be
- _ used by the Corporaunn for working capltal and othergeneral corporie putposes,
' On May 20, 1991, the Corporation amended its Credit Agreement with a bank allowing the Corporatlon up
to 16 months to reimburse the bark for payments made by it in connection with letiers of credit issued for the
‘ bcncﬁ: ‘of holders of Commercial Paper Notes issued by rhc Cﬂrporamn The effoct of this amcndmcnl: was 0
: ST convert Commercial Paper borrowings to long-term debt.
' ‘ e ~ VWR Corporation, in connection with 1ts spin-off on F:E}uary 28, 1986, continues 1o guarantes appron-
' ' ‘ mamly $7,340,000 of the Corporation’s subordinated long-term debr.

P Nens Leoses - = . :
* Renral expenses, net of amounts capitalized in connecrion with equipment used in the development of the
; UVX 20007 U.S. computer system, was approximascly $13,445,000, $9,543,000, and $6,613,000 for 1991,
; ) _ 1990, and 1989, respectively: The Corporation and irs subsidiaries occupy certain leased premiscs and lease 7 .
o : -cerrain other squipment. Leasés that qua.hfy a5 capiral leases, as defined in Sarerient of Financidl Accuunung ’
) Standards Mo. 13, have been c:pxtalmd The'amount uf such capm:hznd leases included in pmpcrty plan:, and
equipment and the related accumulated amortization was $5,083,000 and $2,980,000 in 1991, $5,082,000and
" $2,756,000 in 1990. Lease amoreizarion is included in depreciation expense,
‘Furure minimunn lease payments as of Ftbruary‘ 28, 1991, under capital leases and nun—cam::lablc opcmtmg
. leases, hzvmg invitiad lease rerms ofmom than one year, are % follows:

L . -

[

'35 Univar Corporasion 1951 Annual Report .o
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Years Ending February 28129 D ' ' T Gl . Opeaimg | .
. ‘ . . . i
1992 _ ' - ' o % 740 $18901 | | i
1993 - . . ' _ _ 7401 - 13142 i
1994 > : - 740 8,022° ‘.
1995 B _ ' 736 7,184 !
1996 ’ ‘ . . i 706 3)714 : :
Thereafter - ' 4,852 |. 17,259 ;
Total minimum lease payments . 8514 | - $68222 !
Less amounts representing interest o 3,709 - ;
Present valu-c of net minimum leass payments ) o £4,805 i
‘ . : |
' : : ' . - !
The presane value of the net capital lease payments is presented in the February 28, 1991, balance sheet a3 o
long-terin debt. - B o o . S
. . ;
Note & Income Taxes '
Income before provision for taxcs on income for the years ended February 28 was cornposed of the following:
+ (Thousands of dollars) Lo 991 | 90| 1589
. Domesdc T sasass s27779 | - $249%2 -
Foreign ‘ ' o ' - g2y | 8253 | 8925 | ‘
$33,645 $36,032 $33.857.
. Provision {benefir) for taves on inenme consisted of the &Mn@
(Thousards of dollars) o - 1991 L. omso| 1989 :
Current - : i . - ;
© Feded . . $2884)( . § 3601 - $ 6,639 1
SwwandLocal | = S @) 67| 1,573 :
Fareign . . 3,481 3467 | 4,111 ;
. : 363 7705 | - 123 i
. Fedenl o L 11,345 5,182 1,292 .,
Statc and Local o 5 E 2,2§3 © 1,558 ) 413
Fofeign T 26 42 T (44|
' 13,634 < 6782 | . 1,561
$13.997 | $14487 |. 13884
i
. i [N
o W Univar Corparation 199 Annual Report :
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: mer 1990 1989
¢ Thowsandds of dollars) ‘ Amount  Percent Amount  Pereent - Amount  Prrvent
Federal tax at starumry rate l $11,439 340% | $12.251 340% | $1L511 34.0%
. State tmves, nevof fodoral mcbencfie © 1339 40% | 1449 - 40% | 1311 39%
Rate differential for foreign income 700 2.1% 703 2.0% 932 2.8%
* Other — pet 519 1.5% 84 02% | - 130 0.3%
' ' $13,997 4L6% | $14,487 402% | $13.884 41.0%

Defumdinmmmesmsultﬁomﬁmlngdiﬁérmmindlcrmogniﬁonofmminimmfmmmﬁ:mxmd
financial sraremedie purposes. Themmmof:hmﬁﬁ&mmmdrhcuxeﬁectnfﬂchfoubﬂymmded
February 28 were as follows: :

(Thousands of dollars) S mer | 0 19| - 1989 !
Depreciation 81999 | C T $2557 $1,176 :
Self-insurance rescrves ' ) 487 I 77/ . 136
Envimnm:nmlmcrycs - _ - 2128 1,297 | 649 .
Acquisition basis allocations - net ' 9% | . 4] - (844)

Inventory valuation , : 973 (212) .- 1sny.

Software development - o | 7.680 | 5414 616

State income taxes o ©sn] . 647)| - (109)
Reccivable valuation - | —| @0 - o — v
Alternative minimum s eredie - - (1,720) —
. Conminer reserve ' 830 — ' -

Other —nét o 92 . 274 | 118

' ' | $13,634 $6782 | $1,561

The accompanying financial statements reflect effective tax rates of 41.6% in 1991, 40.2% in 1990, and
41.09.in 1989. An analysis of the differcnecs between these rates and the federad statutory rare isser forth below:

‘The Gurporaﬁon's'fadcml income tax retuens are closed for the year ended February 29, 1984, and all
prior years. : . .
In December 1987, the Financial Amuunung Standards Board (FASB) issued Statemerir No. 96, "Accounting
for Income Taxes” (“Smmment No. 967), adopting the liability method of accouriting for defermed income wayes.
In Decémber 1989, FASB further extended final implementation of thar profiouncement by two years. Statement
No. 96 must be adopted by the Corporarion no larer than the fiscal year ending Februasy 28, 1993, Under the

. provisions of Scatement No. 96, the Corporation tuay ecognize the impaces of adoption by recording the prior

years' cumulative effect of the new rules entirely in the ycar of adoption or by restating all financial statments
pregented, While the Corporation currendy does not expect that adoption of Starement No. 96 will significantly

" impact the 2mount of earnings reinvestad in che business, deferred taxes will have to be adjusted to reflect federal
" income tax rawes in cffect at the time of adoption and 1o give effect to temporary differences for which no deferred

taxes had been previously provided.

7 Univar Corporation 1991 Annwal Report
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Stodk Optious ud Restricted Stock Avwards

The Corporation’s Long: Term Incentive Stock Plans provide fof the granting to officars and key employees of

non-qualified stock options, incentive stock options, and restriceed stock awards. Por incentive stock opticns the -

oi:tiun price cannot be leds than the fair market valuc of the Common Stock ar the dare of grant, Non-qualificd

stock options may be granted ar legs chan the fair marker value of the Common Stock. Opdons become exercis-

able ar the rate of 20% per year beginning two years after the date of grant, and cxpire ten years after the date of

rant. Options may be exercisable as detetined by the commiruse of the Board thar administers the Plan,

Restricted Stock Awards (RSAs) may be graneed oc sold 0o officers and key employess. RSAs may not be mld or -

. otherwise disposed of during the established restriction periods, presmtly five and six years.

.During the year, the Corporation granted R5As of 68,786 shares of stock to certain key employess. The
marler price ar the dare of grants was $13.75. As of the darc ngmm; the fair market value of these thards
totaled approximately $946,000, which amount has been deferred and, along with the remaining deferred parunﬁ
of RSAs issued in prior years, is being amorrized o Qpemnons Qver a six-year pcnod. Ar February 28, 1991,
unamarrized dc&rm:l stock compensarion eepense of approximatcly $1,223,000 is classified as such i in the .
shareholders! eqmty section of the Corporation’s balance sheet, ‘

The committes of the Beard of Direcrors char adminisears the Plans may, ar its discretion, determine the
nuinber of shares, the purchase price, applicable vesting periods, and any ‘other terms of cach option or awa.rd.

_ Options and awards include provision for acceleration of such applicable vesting periods in the evene of certain

transactions that may result in 2 change of control of the Corporaton.
Under the Plans, a towal of 561,152 shares were available for grint at February 28, 1991
Thie following mble summarizes acnwty in the Plans:

Number of Neasiber of | Niomber of Sharves
Shares, | Shares, Restriceed | Awsilably for Faure ,
Under Option | Stock Awards’ | Optian or Award "Price Range
Ourstanding, February 28, 1989 . 419,860 211742 272,208 | $3.81- $9.97
Graneed - , — 38,138 (38138 | 1269~ 1456 | .
Exercised : (25,948) .= —| 381- 591
Canceled or expired (10,926 —! 10926 419- 872
RSAsvested . - — - (30,138) . — :
Amcndment o Plan . —_ — ‘ 500,000 ‘
Outsanding, February 26, 1990 382,986 | . 219,742 74499 | 381- 1456
_ Gramed S om0 o 68786 - {190,006)| 11.20- 13.75
Excrcised - . @y . - - —| .| 419 872 :
Caneeled or expired 8 .- (2618 (3546)) . - 6162} 872-.11.20 -
" . RSAs vested — | (10,476) : — 5.50
Outstanding, February 28, 1991 475,219 274506 | $61,152 | 3.81- 1456 |
Exercisable at Pebruary 28, 1991 216,117 '
' P-ﬂuﬂm

The Cmpomnnn and its submdm.ncs havc pension p]a.ns ncwermg subsmnua]ly all employem exduding those

. ﬂnpl?ym covered by um.ons that operate plans indeperident of the Corporation or its mbmd?tanﬁ Nonunion
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domestic pension benefits are based an yeam of credited sorvice and the highe'sr. Bve-year xvr.-mgc compensadon.
P | Conttibutions t the plan arc based on the Projected Unit Credit actsarial fnding method and are limited to
amounes thar are currentdy deducrible for tax purposcs. Contributons are intended to provide for benefics
atmbutcdtos:mc:todamandbmcﬂtsnpocwdtobuamnddurmgthcplmymr,basadnnmepmpmdﬁnal
average compensation.

Total pension txpense (excluding unmn—sponmred mllecr.lvely ba:gmned plans) was $3,435,000, $2,710,000,
and $1,878,000 in fiscal years 1991, 1990, and 1989, respectively.
. . The following whle scts forth the dumﬁuc plan's funided starus and amounes recogmud in the Corporaunn s
P _ consolidated balance sheets at February 28:
|

(Thousands of dollas) C ' 1991 1990 |

1 : Actuarisl present valm: aF beneﬁt abhgamr:s

P Vested ‘ ’ $ 36,945 $32,116

! " Non-vested - \ L T 894 852

Accumulared benefit obligation ' | . $37,839 | -$32,448
Projeced bencir obligation | _ O s48507| - s4n060 | e
Plan assets at fairvalue - : - (37237 . (33499 '
Projected benefit obligation in cxcess of plan assets . 1270 | - 7,565
Unrecognized net transition obligation : - " (357) {390)

. Unrecopnized prior servics cost : I 7 L won|

: Unrecognized net loss (plan changes and actuarial losses) - - (8,781)| (4.918) |

: Accrued pension cost, incladed in accrued payroll and other o

; " liabilities in the Corpotation’s consolidated balance sheer $ 1,558 $ 1550

Nex domestic pension expense includes the following components:

(Thowsands of dollars) ' S ‘ Ok " 1980

Service cost (bencfits camed during the fiscalyear) . 32069 - $1724
: _ Interest cost on projected benefit obligasion . 3,808 3416
: * " Actual return on plan assets S (2:867) 4147
; Net amortization and defersal - C(@70) 1377

! . K " Net domesiic pension qunsc _ . - 52740 $ 2,370

: The rate of increase in future compefisation levels, and the expecnd lo-ng-'t:rm'ratc of e on plan assers
i ) used in determining the acruarial present value of the projected benefit obligations were 6% and 10%, respec-
;' - cively, as of March 1, 1991 and 1990, The weighted sverage discount ate used was 9.5% and 10% for 1991 and
L B o ) 1990, respectively. The marker vihse of assers, which consist pru'nanly of cash eqmv:lcntsmdeqmty securities, is
us reported by the rrustee bank serving the pension plan,
Certain employces arc covered undét union-sponsored, eollectively bargamu:l defined benefir plan.s. Expenses
for these plans were $743,000 in 1991, $660,000 in 1990, and $607,000 in 1989, as d:tﬂmmc:d-m accordance
~ with ncguuamd tabor contraces,
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Provisions of the Multi-Employer Pension Amend?mmrs Acrof 19;80 recquire Pﬂl‘t.idpm'-'ilig employers to
assume a pmportmnam sh.-m: of a muln-cmploytr plan’s unfunded, vested benefits in the cvent of withdmwal

" from or rerminarion of such plan. Information concerning the Corporation’s share of unfunded, vested bencfits is

not availible from plan adminiserators. Previsions of the Act may have the effect of increasing the level of
contributions in furure years.

Employces of the Corporation’s E:mtlgn submdm'y are mvcred by a pension plan, Cmmmnr.mg in 1990, the
Corporation was requited to ;l.n:lopt certain accounting changes regarding jcs E)mgn‘pla.n under Financial Account-

‘ingSmndardsBéudSmmmemNo 87, with no significant impact on fiscal year 1990 pension-expensc. Actuari-
'aﬂymmpuwdv:esmdbeneﬁtsemmdcdplanmbyﬂ ;700,000 at Decermiber 31, 1990, Plan asscts exceedod the

actuarially compuced vested bcncﬁts of the plan by $518,000 a Dmmbcr 31, 1989, Pension expense under the

forcign plan was approximately $695,000 in fiseal 1991; $340,000 in 1990, and $234,000 in 1989,

‘mh-ru{-m—-umﬁuv-

The Catporation prqus cermain health care mrvmge to pensioncrs and survivors. Subsmnually all of the
Cmporanon s employres may become chgll:nl: for those benefirs if they reach retirement age while srill working for
the Curpmanun These benefirs are mbju.‘.t to deductibles, copayment provisions, and other limicarions, The

Corporation may amend or chiznge the plan periodically. The cost of these benefits is tecogmized 2s mpcn.sc &
" . "clairns are paid. Costs incurred under the program, were not significant for the current or prior yzars.

In December 1990, the Financial Accounting Standards Board issied 2 new standard on accounting for post-
retirement benefits other than peasions. This new standard requires thar the expecsed oost of these benefits must
be cl'mga:l 10 expense during the years that the employees render scrvice. The Corporation is required to adopt
dmncwacmuntmganddm:lmm m]csnnlamthmﬂsmlymendmg&bnmyﬂ, 1994, - :

* The Cotporation has not determined when it will adopt the new standard or if it will adopt :he new account-

) ing method prospeetively or by mmrdmg i eumulative catch-up adjustment in the year of adt::ptlon However, if

the Corporation adoprs the se2ndard prospectively, ‘the annual cxpense is expected w be appmmmately
$1,000,000. Alrernatively, if the Curporanun elects the cummulative t:arch-up method, the result is npected twobe
1 one-time expense of appmmmt:ly $4,000,000.

lnlnﬁndcmh.-m

' Bemuse ‘of the nntu:e uf s bumness, the Corporation is involved in numermis contractual, product liabilicy,
and public liability cases and claims, The liabiliries for injuties ro persons or property are frequently covered by
liability insurance and the deductble and sclf- msum:l portions of these liabilitics, where applicable, hswe been
acerued in these financial starements,

The Cotporation or related entities have been mnm:ted b)rwnous gomnmenml agencies regardmg putmunl

_]mbﬂltyfbrashnmufthemofdﬂnupoftwtnty“ms:pmnéwaﬂ:dlspmﬂormcydmgﬂtﬁmduﬂesad

confitmed contaminared soil and/or gmmdmm With regard w scveral of thess sives, the Corporation has -
denied liability because of an abscnce ofanyuunnﬂ:lmn between the Cmpnmnon or related entities and the waste
disposal or mcyl:lmgsm:. At mustﬁu:swl-nch show some alleged evidenee of an associarion berween theCorpora-
tion or relared entities and the waste disposal o recycling site, the Corporation is considered 2 & minémis, or small
quantity, pomnm]ly responmble pargy.” .

Seventeen owned, previously owned, or leaséd sitcs of the Corporation are mrrmtly undcrgmng remediarion
cifore ormmﬂmpmc:ssnfacmmcwof:lwnmdﬁarputmmlrcmodulcﬂ'orts. Some of these effores are
being canduceed pursuant 1o governmental proceedings or investigarions, while others are being conducted

. volunearily by the Corparation, wich apbmpriang state or federal agency. oversighe and approval.
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The potentisl eosts relamd. to such matters and the possible impace thereof on fiturs operacions are uncersin

! ‘ due ro: the uncertainry s5 to the aent of pollution at pardcular sies; the complexity of governmental laws, both

: ‘ = state and federal, and their interpresation; the amount and dming of cxpcndlmr:s, the impact of vnqung

! _ alternauv: technologies and cleanup me:hodologms the availability of ifusiirance coverage and/or indemnity

{ ' C U ageemcnm for a portion of certain of these marters; l:hc qumuunahlc level of the Corporation’s involvement a

i . certain sites; and the minimal amount of the alleged contributions by the Corporation to other sives.

: Based upon the presently available information, management docs not belicve that the Corporation's share of

I ' - rcsponmblht)rforrlmabavenmttersvnﬂhaveamamml adverse effect on tth‘mpc:munnsﬁnanclaI position or

| - ’ upmnons :

' - The Cotpotarion maintains an insurance program of high deductible policies de:sxgned to protect against *
catastrophic losses, induding cermain envitonmental loesss, Risscrves are provided in accordance with generally
arcepted accounting principles for the probable and estimable losses thar are uninsured by reason of deduetibles or

;- ' : " exelusions in the vatious insmnes policies,

GwcnthcCorporanonsmleasanmdmmalch:mmaldumbumrmdhandletnfhamrdnusmdpmcnmﬂy
' hazardous waste matcrials, compliance with environmental laws is expected to continue o impace the
; : Cnrpomuan s operations, For the years ended 1991, 1990, and 1989, the Cnrpomuun speat approximarely
: $5,127,000 and 5,767,000, and $2,%12,000 respectively, relating & environmental matters for clective actions

_ and to comply with fadcml,_‘ state, or local environmental regularions. OF the amotnies expendad, $4,039,000,

o ‘ $4,406,000, and $2,584,000 for 1991, 1990, and 1989, respectively, were charged againsr environimental reserves

; nd $770,000 and $904,000 were capiralized fix 1991 and 1990, respesively. At Februasy 28,1991 and 1990, the

' ) ‘ Corporauon had reserves for environmental matters of approximaraly $5,417,000 and, $6,928; 000, rﬂpccuwly

. - Thc Corporation has filed a lawsuit - against approximatcly forty-five insurance companics to recover under

' o . , _‘ * prior comprehensive general fiabilivy pohc:es for cleanup acriviries ar various mmlanny owned or leasad, and third-

party sites wich which the Cotporation is invalved. To dau:, sizable settlements with a aumber of those i insurance

companies have been obeained, '

‘ ~_ Two lawsnies in the U.S, Districr Courrs in Florids have been filed agaamt Van Waters Az Rogers Inc., a wholly

: ' awned aubsldla.ry of the Corporation, and seven other defendants. The complaints allege violations of stite and

federal antitruse Laws in connection with the sale of chlorine to municipal entities in the State of Florida. Based on

‘ . Van Waters 8 Rogers” share of the chlorine market in Florida, and-based on information presendy known to the

f _ . Corporation, management belicves that any damages that imight b asserted aguinst Van Wiaters & Rogers would,

: - pot have a marerial adverse effect on the Corporation’s financial position or operations. The Corpommn bcllcw:s .

S :hcmmhmthuutmmtandwupmns}ydcﬁndmgagmmthﬂn ' . ‘

! _ At February 28, 1991, the Corporauon had letters of credit ourstanding rocalifig apprmumately §43, 600 000,

l whchgtmra_ntgedvmnusmsuunceandﬁmmngactmﬂm Thmareaummumﬂymmw:blemchyﬁ: '

s Mol - - indestry Segaet Infermtion

Univar Corporation upu;.lmin only onc industry segment (chemical distri‘bm:ic;n) in both the United States
and Canada. Operationsiin Canada, included in the consolidared starements, consisted of the following:

b Y (Thonsends of dellars) - Tser| . 19 19489

' - sl T o s198219 | $196512 [ $194,102

. Opcrating incoric - : ©ot 7,208 © 7559 - 8,252

Ideniifiable assers = o 79,667 . 70758 | 65,396

: . Depreciation and atortization expense : 1,136 1123 | 1054
é

Capital cxpenditures: . © . 3938 1,464 2882 |
SR 31 . Univar Corporation 1991 Annual Repors § : _'
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Slhqldinlh

OnDecember 21, 1990 the Corporanun announced that ic and Pnkhnecl HoldmgN V. had enu:rad inrp
negotiations with Befjer Industrics AB. of Stockholm, Sweden, regarding the potential aoqummn of the Indus-
wia} Distribution Group of Beljer Industries A.B, On April 4, 1991, the Corporation annousced that an agree- -
ment in principle had béen reached whereby a new halding company, UnimEumpe,w‘oqubefomdmugh
the combined investment by the Corporation, Pakhoed Holding N.V., and Beijer Inidustries A.B. to execute the

 purchase of the Beijer Industrial Distribution Group for-a total purchase price of approxitnately $54 million. The

Corporarion’s thare of the ownership of Univar Europe and therefore its portion of the purchase price will be
51%. Closing of the purchasc of the Beljer Industtizl Dismibution Gmup will be delayed’ il recsipt of approval

. of the transaction by the Swedish government,

The Corporarion alse announced, on April 4, 1991 that it would fund the Umvn.r Europe transaction through -
the sale of 1; ;900,000 new shares of common stock of the Corporation w 'I"he Dow Chemical Company fora
total cash consideration of approximatcly $30 million, malung Dow an owner.of approsximatcly 9. 5% of the
Corporation’s shares m be cunstanding, -

On April 10, 1991, the Corporaton acquired the distribiifion assers uf Marhieu Chrporaunn and retared
subsidiaries for 1 purchasc price of $2,754,000. In connection with the acquisition, the Corporation reccived

 assets with an estimated value of $12,205,000 and assumed liabilities toraling approximarely $2,451,000. -

" uarterly Finndiol Data (Unowdied)
(Thowands of dollars, . Fiw ) Seond| Third "~ Fourth
‘Fiscal Year 1991 : . : . |
Sales _ $362.061 | $362,102 $353,164 | . $318.962
_GrosMargin ¢ 525% . 54,063 50,946 | 53,048
Ner Income . . 5,746 5732 | . 4,569 3,601
Net Incomic per Share ‘ 32 . 32 - 26 20
Fiscal Year 1990 : o :
Salcs ‘ ' $359,618 $353,931 $348,048 | $317,267
Gross Margin - . 49,215 51406 | 51,301 | 53,808
Ner Income | o 4715 5655 | 57581 - - S5AL7
- Net Income per Share | 27 ' v N - -

3 . Univar Carporation 1991 Annual Repart
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MANAGEMENT RESPONSIBILITY FOR
FINANCIAL DATA '

To the Shareholders of Univar Corploration:

The management of Univar Corporation has
prepared and is responsible for the mt:gﬂry and
fairness of the financial starements and other financial
infoarmation prescnted in chis annual report. The
smteinents have been prepared in aecordancs with
pencrally amep[ed accounting principles and, o the
axtent appropriate, include amounts based on
management's judgment and/or estimarey. In order o
‘discharge iis responsibilities for these financial
statements and informarion, management maintains
accounting systems and related internal controls.
These controls are desighed topravide reasonable

sassurance that transactions are properly ai;r.hprized and
récorded, that asscts are safeguarded, and that financial
records are reliably maintained. The conespe of
reasonable acsurance, however, incorporates an
acknowledgment thae the cost of a eontrol syseem
must be related vo the benefits derived. '

" Univar menitors the effectivéness of and compli-
ance with its control systems chrough afull-me
internal audir program.

Managcmcnt has reviewed the racommmdauons
af both thc mt:ma.l aditors and of Arthur Andersen
& Co., and has responded in what we believe to be
appropriate 2nd cost-effective ways.

The Audic Commirme of the Board of Directors,

which is composed solely of outside directors, meets
periodically with management and with the internal
and independent auditors to review the quality of

financial reporting, l:he operation and development of -

the internal control s gystems, ancl the work of internal

" and independent auditors.

The independenraudirors and also the internal
audirors each régularly meer with the Audit Corfinit-
tee without the presence of any other partics.

Nicalaas Samsom, - Gary E. Pruitt
Sensor Vice Prevident Vice Previdentind Trecsurer

Finance and Adminiscration  (Chief Acconnsing Officer)
(Chief Fimancial Officer) oo _

2 ivar Corporasion 1991 Annual Report

REPORT OF INDEPENDENT PUBLIC
ACCOUNTANTS

To the Sharcholders of Univar Corporation:

‘We have audited the accompanying consolidated
balance sheets of Univar Corporation (a Delaware -
mrporauon) and subsidiaries 3¢ of February 28, 1991
and 1990, and the related consolidarsd starements of
income, shareholders’ equity and cash flows for each
of the thires years in the period ended February 28,

1991. These financial smrements are the responsibility

of the Corporation’s manzgement. Our responsibilicy
% to cxpress an opinion on these financial statements

based on our audirs. We did nor audirthe ﬁnal‘ma] .

" staremens of thé Corporarion’s whally owned

Canadian subsidiary, which statements reflect assers
and revenues constituting approximately 15% and
14%, respecrively, of the consolidared roeals, Thiose

statcments were audited by ocher anditors whose

report has been fumished to us and our opinion,
insofar a5 it relates to the amounts included for the
subsidiary, is based solely on the repor of the ather
auditors. -
We conducred our audits in sccordance with )
gencrally acccpred auditing srandards: Those standards

require thar we plan and perform che ‘audic ro obtain .

reasonable assurance about whether che financial

" smtements are fres of material misstarement, An audir

inéludes examining, on a test basis, evidence support-

ing the ameunts and disclosures in the financial

staremnents, An aydit also includes ass:&ing the

. accounting principles used and significant gstimates -
- madeby nianagem:n:, as well ag ¢v:=:Iuafing thie overall

financial sratement presentation. We believe that our

+ audits and the reporr of other auditors provide a.

reasonable basis for aur opinion.
In our opinion, based on our audits and the rpore

- of ather anditors, the financial satements refesred to -

above present fairly, in all material respects, the
financial position of Univar Corporation and
subsidiaries as of February 28, 1991 and 1990, and
the resules of their aperarione and their cash flows for
each of the threc years in the period ended February
28, 1991, in conformity with gcn:rallyamepmd

acopunting pnnmplcs.

Seatle, Wishingson, " Arthur Andersen & Co.

April 25, 1991.

. - ! . -. . . -

-
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FIVE-YEAR FINANCIAL SUMMARY

Requrn on beginning equity . -

- 13.1%

_ Forh‘:rfmll’m&dd&bquw.?;’? T ar| . 19% 1989 " 1988* 198742
(Thacsands nfd'aﬁm mnguper.nbcmdam) _ - .

- Cost of sales 1,185,576 | 1173134 | 1,120,139 | 950,464 | 589,904
(Gross margin ' 210,653 | 205730 187,726 166,845 | 103,375
Operating expenses - 168,848 | 158,662 145,560 137,580 | 96,733

" Income from operarions — 41,805 47,068 42,166 29,256 - 6642

" Interest expense (10,832) (13,109) (11,443) (10,315) {6.198)
Other i :ncmrm:—nct 2,672 2,073 3,134 2,495 . 1,051
Income before provision fo raes (33645| . 36092.| 33857 | 21436 | 1495,
Provision Fnr 1axes = 13,997 14,487 13,884 10,273 783

' Netincome $ 19648| $ 21,545 | $ 19973 | § 11363 § 712
Weighted average commeon shiarcs . 1. _ .
oursranding ' 17,796 17.728 | 17,603 | . 17.529:[ 13374
_Nuinmmepcrsham $ L10l$ 12[8%.. 1135  064| § 006
‘Cash dmdcndsdadamdpcrshm $ 030§ 038§ o0m|$ 010§ o010

* Total assets 526411 477408 |- 431428 |- 304667 | 346,555 |-
Total debr 150,659 | 130223 | 117,673 | 120932 [ . 111,634

. Long-term debt 135,531~ 116,199 103,432 115,350 | 102,776
 Working capial | 89,140  7L940.| | 63739 | - 67,071{ .'51,201
Sharcholders’ equity 1483371 131,880 | 114,728 96,254 85.068
* Book valug per share 8.42 753 657 5.54 4.90

149% |  '18.8% 20.8% L6%

! Hmnmlperﬁwrdmh:wb«nmmdmnﬂmb&rqﬁcrqfﬂmm-ﬁmm&apmmdmtb:ﬁnann!ﬂd%médm-
dend Novenber 4, 1989, to shareholders of record October 16, 1989. .

¥ Reflects acquisition of substantially all of the assess, Wmcmn habzbna,z;’ldﬁmn Chemical Co. WC‘C} effeciive

November 1, 1986. Operating recults quCCﬁum Nevember 1, 1986, bave

mmmrﬁmﬂ.wd.mﬁmwd

M Univar Corporation 1991 Annual Report
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() Year of slection as
Director of Univar
Carparation or its

predecessor

t Audiz Commrittee

? Cormpensativn
Campittes y
Executive Commitiee
Nominating
Commitiee
Revivement Plan
Commitize

¢ Publiz Policy
Cormmitee

BOARD OF DEIRECTORS

James H, Wiborg
(1964) 26

Univar Corporation -
Jama W, Bmmd (198@ ALy
Pregident and Chief B:umnv: Oﬁ'iu:r

Univar Corporation

HPH Crijr (1986} *
Chairman, Managing Board
Pakhned Holding N.V.
Chemical logistic servicez

Richard E. Engebrecht (1964) 7
President and Chicf Exscutive Officer

Momenmm Digtribution Ine.”
Industrial distribution -

Mark W, Hooper (1986) ¢ . .
Vice President

Pakhoed Holding M.V,

Chemical logistic services

Curtis P, Lindley (1984) #55
Redred Chairman of the Board
PENWEST LTD

Grain processing

N, Su'm}?ﬂgrr: (19.90) A
Senior Vies President

Univar Corporation

Robers . s (1570) a5

President

Lands-West, Toc.

Recreational real esmc development

Andmu V. Smith (1982) +21
Retired President

I § WEST"Comnmunicarions
Tclmommumcanons

William K. Stroet (1975) 2
Pregident

The Ostrom Company

Mushmom powes and distributors

Nico van der Vorm (1987)°
Chairman-Fxecutive Board
HAL Holding N V
Investment

O. Verbagen (1288) .7
ng Direcror

Pukhaed Holding NV,

Chemical logistic services

Emericus
M. M. Harvis
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James W, Bernard
President and Chief Execurive Officer

N. Steroart Rogers
Senior Vics Presidenr
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Seninr Vice Pmldent—Sak's, Marker.mg,
and Man:nal Management

Dml'A. D«m.:
Senior Vice Presidene—Opermdons

James L, Fleicher
Senior Vice President—Environmental
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Nicolaas Samsom
Seniot Vies Presidene-Finance
and Administration

William A, Builer
Vice President, General Counsel
and Corporaré Secretary

Alpert C MiNeight
Vice Prident
President, Van Waters 8 Rogm Led.

David C G
Vies Pmtdem—l-luman Rmum

Gary E. Pruitt
Vice President and Treamirer

Guenter Zimmer
Viée President-Enginecring

Dawd B, Obon -
Assistans; Treapurer
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PRINCIPAL-OPERATING UNITS

Vau Waters & Rogers Inc.
General
1600 Noron Buﬂdmg

801 Sccond Avenine
Seartle, Wathingron 98104

AﬁerSepmnber 1, 1991

6100 Carillon Point

Kirkland, WA 98033
(206) 889-3400 -

. James W, Bernard

Presidmt

Bmmd. Cates
Senior Viee President=Sales, Markenn&

and Magerial Management,

Dick A Dauis ‘
Senior Viee President—Operations

Jamss L, Flewher
Senior Vige President—Environmental
and Catporare Affairs

Senior Vice Presidene—Finanoe
and Adminigrration

© Jumes F. Lacey

Regmm] Vice Presidene-Norchern R:gmn

" Rod &,

Nugent
Repional Vi V"oe Prestd:nb—Wcst:m R:g,mn

.DnmnuH 5

Regional Viee President-Southern Region l

Wiﬂlm.ll Butler
Vice President, Genefal Couneel,
and Corporaer Secretary

Norman R. Ebiann
Vm: President—Pest Contol Supplies

'c;'mukﬁm

Vier President—Marketing '

- Dawid C, Geniry

Vice Presidenc—=Human Rmu:ms

L Duight Landyy
Vier Presidene—ChemCare

Darviel MeCaskill
Viee President—Los Angrles Basin Project

Gary £, Pruitr
Vice President and Treasurer

Cruenter Zimmer
Viee President-Engineeting

-
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Von Waters & Rogees Ll -

P.O. Box 2009
Vancouver, British Colu.mbﬂ
Canada Veb 3R2

v

Officers:
Albert C, M:ergbt
President

Pasl H. Hough
Exzcudve Vice President

Hans Walser

Vies Presiden=Eastern Canada

. Fred Hermeomonn

Treasurer

Mierizl MacFwen
Amsigtant Treasurer

R Keith Yardiy -

Sccrerary

" William A Butder

Assistant Secretuty
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GENERAL INFORMATION

Corpronte Cffi o

FOO0 Mutton Building

B Second Avenue
Seavtke, Wishinmion 98104
[MG) 4 391

cAfter Seprepier 10 4
GLOD Carillon Point
[irldand, WA 28033
{206) BR2-3400

Form HI-K

1 he Carporanon’s Annual Reporr on
Fuern 1 K, Bled wigh the Secoriies amd
]'".u,lmngq' Connrrigsion, will be aviulable ar
nw chanze to sharhalders upon request w
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Hy.ro
ﬁ ¢~ for the fiscal year ended Fehruary 28, 199

==Publjie ade

Revenue Ruling 59-60 suggests that the appraiser consider the
market price of stocks of corporations engaged in the same or a
similar line of business having their stock actively traded jin a
frae and open market or over the counter. Bramstadt Associates
has made an exhaustive search for comparable public companies
which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded comparable. Public compa-~
nies are generally much larger and more diverse both geogra-
phically and in business operations.

L
!

Univar corp., a public camﬁ%ny, is the 1argeé§ U.%. chemical
distributor with fiscal 1989 revenues of billion, Van
Water & Rogers, a Univar division, is a direct Anchem competiter.

i 1
etective—goriome —a 1 I a1y L i e iy
renediat--and-phhrer-~roldt@d OOt Univar’s net income per

e ;ha;a
was B34 and cash flow (net income plus dspreciatinn) was G383 V.73

Univar’s current
ratio as of that date was.1.9:1; debt to equity was 0,9:¥ dnd

542 Pbock value was 472" per share. Return on sales and equity were
“ﬂgkkvﬁi and Yer3% respectively. As of April 30, 1990,

% Univar common
/¥ "j was trading at $idwikit or 28X _book value, earnings, &c8X 7 q%
5 4 cash flow and %ﬂ. of revenues.')/_‘&'}f 42

Normally, Branstedt Associates would salect a capitalizatioen rate
or Price/Earnings ratio by reference to P/E ratios for market
indices such as the bow Jones Industrials, Standard & Poor’s 400
and Moody’s Chemical Industry composite. Since a capitalization
of earnings methodology is not now being employed, such a refer-
ence is not appropriate. Univar‘/s market capitalization rates’
nay be broadly referenced although Univar is a substantially
larger and much more geographic, customer and product diverse
company . .

‘ y AL e Yy, 0nd

as w_and Earnings Capacit

ESOP valuations by Charlgs Stark, PC, appear to rely on
conclusions derived from capitaliging five-year ayerage of net
income, aftertax cash flow and priétax availlable gash flow, among
other methods. Aftertax cash flgw is net income/plus deprecia-
tion. Available cash flow befo taxes i1s pretix income plus
profit share/ESOP contribution plus depreciatigh. Depreciation

in fiscal 1998 and 15897%as 800 and 00 respectively.
Anchem’s earnings and cash flow as just defined for fiscal 1994, /492
and 1589 are shown helow: ‘ f\ :
. T, 10
. cagh Flow .
Period Avgilnblgl q;;!; Tax
19/ 36,000 P a2 TEATL
FF1990 2523 ,000) (§31,000) (% 45,000)
1989 (110, 000) 69,000 101,000

Note: Figures have been roundad.

=1 8=
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: £/ = &5 §09 rER750
For the insta Vaiuatfbn, the appraiser balieves the stated book
value of should be discounted 5% or #88,-360 to reflect

the opinion that fixed assets and inventory would be liquidated
at below bock or carrying value.
w6750

since management has not provided Bramstedt;Associates yith
gpecific current estimates of plant and equipment markgt value,
the appraiser’s 5% discount to an adjusted value of
gomewhat judgmental. At the valuation date, Anchem was essen-
tially long-term debt.free and working capital was_&+r94 million.
263737 = /, 50 74,50
Subtracting working capital of $i=9¢ million from the adjusted
book value suggests the plent and equipment may be worth in an 0
orderly liguidation versus a book cost of #466,-000. sy
part of this figure could represent business goodwill and going
concern value although economic worth of these elements, which
BramstadtrAssociates has not attempted to otherwise guantify, is
shrinking as the Company loses customers and sales.

ie
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"tors. The largest of these is Univar Corp. with annual sales of
$i.4 billion. The top 50 hold about half of the market with an
approximate -$6.7 billion of sales shared by 950 companies or a
gimple average of $7 million per company. The top four distribu-
tors are publicly held or divisions of public companies while the
small operators are privately owned. The large companies are
generally growing faster than the smaller participants.

The number of new distributors entering the business is shrinking
and smaller companies are leaving the businesa or are being
acquired by large companies. Tha major reason for this contrac-
tion is the mass of federal, state and local regulations on -
environment, health safety, storage, transportation, labeling and
worker and public disclosure, Large resources are needed to meet
the consecquent legal, technical, insurance, and operations
requirements. Private company owners’ net worth iz increasingly
at risk. Attempts to exit the business or to sell private
company stock, facilities or real estate may be entangled in
potential environmental liabilities. Such has been the case at
Anchem where the stockholder/founders have been trying to sell
the Anchem real property site to the Company for some time.

(Note = The aboéve industry information is excerpted from Univar
Corp.’s 1990 annual report.)
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has no environmental agency actions, citations ér violations as
of this report date.

one pending regulation would ban the use of charcoal lighter
fluid and restriet the manufacture of certaln paints and solvents
in the Los Anghles Basin. However, the most imminent lssue -
facing Anchem i& the possible existence of surface and under-
ground soil and water chemical contamination at the Santa Fe
Springs site. Theypollution question has also impeded the
property ownership Yransfer discussed earlier.

As of September 1989,\SCS Engineers, Anchem’s environmental
consultant, had just béen retained and neither it nor the Company
could then quantify the‘scope or magnitude of Anchem’s possible
contamination prcblems, which potentially could have involved
major investigation, clearicup or remedial costs. Anchem has no
environmental liability insyrance nor had any reserves been
egtablished. '

In the intervening year, 5CS his completed several core and one
groundwater well and related anilysis. Minor surface contamina-
tion was found from run-off. Sohke chemical contamination was
datected in the groundwater well which source may be part
Anchem’s and part from a contiguou¥ McKesson plant site, Contam-
inant levels are low and will not réguire extensive treatment,
according to $CS. The underground stprage tanks were not leak-
ing, which will obviate the need for dxpensive repairs and
monitors, and the tanks will not now hiye to be replaced.

The Water Resources Board may reguire mone groundwater tast
wells. The Company conducts regular invenfories to monitor for
tank or pipe leaks. Testing costs (5CS) in fiscal 1990 were
%21,000 and may be the same in fiscal 1991.%

As of the summer of 1990, Anchem is in conmplispnce and is not
facing any significant operatienal or financiak constraints from
envirommentally related problems. As contrasted with a year ago,
there are no major prospective remedial or cleankup costs. For
the time being, the Company has the financial reshurces to handle
the anticipated testing and compliance procedures. Its ability
to conform at this time with more clearly defined enyironmental
obligations is a positive valuation consideration as‘compared
with the uncertain situation at the April 30, 1989 valyation
date.

The Ipdustry

Chemical manufacturing has a real growth rate that is 15% to 20%
above the GNP and an inereasing portion of that is sold through
chemical distributors. Thus chemical distributor sales are
growing faster than chemical manufacturing sales as distributors
increase their market share.

The chemical distribution business is estimated at 514 billien
(5% of total chemicals produced) which iz sold by 1,000 distribu-

“10=
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respectively. PERC angd toluene were detected at concentra-—
tions of 100 ug/l and 10 ug/1, respectively, 1,1,1-7ca and
TCE were detacted at concentrations of 120 ug/l and 210 ug/1,
respectively. Xylene was detected at a concentration of is
ug/1. :

SUMMARY AND CONCLUSIONS

Sybsgrﬁacg So0ils

Elevated levels of ethylbenze, PERC, toluene, ang Xylene were
detected in the grab samples which ware retrieved in the
vicinity of the broken pipeline. Samples collected to a

- depth of 40 feéet in BH14, which was drilled adjacent tg the
“broken pipe line, also contained the most elevated concen-

trations of vocs. Contaminants identified at a depth of 4¢

feet were an order of magnitude smaller than those identifieq
near the surface. -

BHE, which wag drilleq approximately 22 feet southeast of the
Suspected "hot spot”, contained the next most elevated levels
of contaminants. Borings BH1, BH2, BH3, and BHY, drilled

hear the western portion of the Property did not contain gig- .

nificant levels of contamination,

Based on this information, and the fact that recent tank
intagrity tests and inventory records have not identifieq
any leaking underground storage tanks, it appears that the
broken line near the spil] drain, was the source for the con-
tamination identifieg in soils near the southeast corher of
the tank farm. The Purpose of thig Piping remains unknown.

The piping was bPlugged with concrete where it penetrates the
spill drain,

Groynd Water

Elevated levels of VOCs were also detected in sample Mwi-1.
Benzene, 1,1-Dca, 1,1-DCE, PERC, TCE, and trans-1, 2-DCE were
all detected at concentrations considerably above their
respective maximum contaminant level (MCL). 1In additjon,

12
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toluene, 1,1,1-TCA and Xylene were detected at doncentrations
below their respective MCL or state recommended action level
(AL).

With water level data from one well it is not possible to
determine the direction of ground water flow beneath the sub-
ject site or whether ground water contaminants may have
migrated from on-site or off-site Sources., TIn addition, due
to the. variances in lithologies and depth to ground water
encountered on-site, it appears that both a perched aguifer
and the Gage aquifer were encountered during drilling. Based
on present information it is not ‘possible to determine if the
two aquifers are,hydraulicallymgpnnegteda

In addition, it is unknown what affect discharged water in
the unlined pit at Liquid Air Products have on the ground
water and soils beneath the subject site. Water discharged
to the ground may alter ground water levels and flow direc-
tion. The chemistry of the discharged water is alsc unknown.

RECOMMENDATIONS

Additional ground water investigation is recommended for the
subject site. Prior to such an investigation, SCS recommends
review of the remedial investigation for the McKesson site,
which will be available in March 1991, Information obtained
from the McKesson remedial investigation would be beneficial
for planning further investigative work at the subject site.

After review of this information, it is recommended that a
work plan be prepared describing further ground water monj-
toring. This report is to be submitted to the lead regula-
tory agency. : : _

igeles, daoc
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THIS JOINT VENTURE AND SALE AGREEMENT (“Agreement")
is made as of March _3\ , 19291 between ANGELES CHEMICAL .
C0., INC., a California corporation ("Angeles"); and SARAMCO,
INC., a California corporation doing business as "Samson
Chemical Co." (“"Samson"}.
cital

A. BAngeles has for many years owned a chemical
distribution business which Angeles currently operates out of
a facility ("Facility") 1located . in Santa Fe Springs,
California.

B. Samson also owns and operates a chemical
distribution business in California. :

€. Angeles and Samson currently sell various chemical
products in common (collectively, the “Common Products").

'D. Angeles and Samson believe that, by combining
their assetszs and operations pursuant to the arrangement
described in this Agreement, they could achieve certain
economies of scale and otherwise benefit,

E. During the periods hereinbelow referred toc (the
Joint Venture period), and until the Transfer of Remaining
Samson Business At Explration of Term, as provided for in
Section 1.7 b. {3) hereof, Angeles and Samson will continue
to act as separate corporate entities, and each company shall
remain responsible for its own liabilities, debts and taxes,
except to the extent expressly provided otherwzse in this

agreement. A Ol waoacto rels?

THEREFORE, the parties agree as follows:

ARTICLE I —— TNTEGRATION OF OPERATIONS °

Section_1 —— _Operations . £ Samgon.
Effective April 1, 1991 (the "Effective Date"), Samson shall
transfer its husiness operations ge{iz;f:Facility as

follows: - . /}E;Q dﬁ;,y?

a. Inventory. s on shall transfer to the Facility
Samson 2 entire inventory”of bulk, bagged and drum chemical
products as of the Effective Date. Angeles will provide a
record of rgotripd of products from Samson. Angeles _wil)
promptly @ Samson’s purchase account for
inventory iTEME at Angeles’ current product cost plus  0.5%
for shrinkage plus $.03 per gallon for items normally trucked
by Angeles into their facility plus $17,00-519.50 for any
empty or full reconditioned drums. Inventory records for
noncommon prodwcts will be maintained by Angeles based upon
the inventory cost values supplied by Samson. Angeles will
cost out shipments of the noncommon products based upon these
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supplied values. (Angeles will not purchase the transferred
‘noncommon product inventory). To the extent that it is
determined that any of Samson’s inventory is defective or
otherwise nonmarketable, Samson shall be solely responsible
for any costs incurred in the disposition of such inventory.

b. PBusiness Begutgg, Samson shall also transfer to

the Facility such of Samson’s customer 1lists and records,
cperating files and other business information (whether in
writing or on tape, disk or other media) as Samson may
require to transact business with current and prospective
acocounts on and after the Effective Date.

¢. Emplovees, Immediately before the Effective Date,
Samson shall terminate the employment of all of its current
employees. .As described more particularly in Subsection
1.4.b» below. Angeles ~shall then offer to employ at the
Facility Samson’s present president, sales persons, order
clerk and warehouseman, commencing on the Effective Date;
Angeles may, in its sole discretion, also offer to employ one
or more of Samson’s current truck drivers.

d. Pisposition of Certain Assats, As s00n as

practicable after the Effective Date, Samson shall dispose of
its trucks, trailers, fork 1ift, office furniture and
equipment, warehouse and all of its other fixed assets which
will not be transferred to. the Facility pursuant to the
foregoing. ' '

Section 1,2 —~ Conduct of Operations. Commencing an

the Effective Date and continuing throughout the term
("Term") of this Agreement, Samson shall conduct its business
operations in the Facllity in accordance with this Agreement.
While Samson and its business shall remain separate and
distinet from Angeles and its business throughout the Term,
the parties agree to use their respective best efforts to
integrate Samson’s business operation with Angeles’ systems
and procedures so as to minimize, to the extent practicable,
confusion and dislocation during the Term. In this regard,
Samson shall, without limitation, comply throughout the Term
with Angeles’ prevailing rules governing mninimum order
volumes for blends and such other reasonable rules as Angeles
may impose from time to time regarding its plant practices
and order minimums.

Sect —— Maintena Business Re ionships

~ a, Suppliers. Samson shall use its best effort
throughout . the Term +to maintain its pre-existing business
relationships with all of its suppliers. who are not now
suppliers +to Angeles (including, without limitation, Texace,
Chori America, Carborundum, Reichhold chemicals, Inc. and
U.S. Can) =so that both Samson and Angeles shall have the
opportunity duting the Term to purchase products from such
suppliers. While Samson cannot guarantee that its efforts in

-3
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this regard will be successful, Samscn has no reason to
believe that any of it current supplers will decline to sall
products to Samson and Angeles after the Effective Date.

: b. Customeri. Samson shall also use 4t best efforts
throughout the Term to continue to sell products to its
.preexisting customers. Samson shall also attempt to make
salese to new customers. -During the initial Term of this
Agreement, Samson shall also be responsible for collecting
"its own accounts receivable. T

Section 1,4, == Sgpgort Prnvidgg.hg Aggéles

a. Space. Beginning on the Effective Date, Angeles
shall provide, at no cost to Samson, adequate warehouse space
in the Facility to store all of the inventory that Samson
" gransfers to the Facility pursuant to Subsection 1l.l.a above
and all of the inventory that Samson purchases for resale
from time to time during the Term. Also beginning on the
Effective Date, Angeles shall provide, at no cost to Samson,
office space and furniture for the personnel whom Angeles
shall employ pursuant ¢to Section 1.4.b below to support
Samson’s business operations.

b. Personnel, On or before the Effective Date,
Angeles shall offer to employ Samson’s present president,
sales persons, order clerk and warehouseman to support
Samson’s business operations at the Facility during the Term.
To the extent that any of Samson’s current employees decline
Angeles’ offers of employment, Angeles shall, to the extent
reasonably necessary to support Samson’s business, hire
suitable replacemehts.

(1) Duties. The individuals hired by Angeles to
support Samson’s business operation shall, in general,
perform the same respective duties for Samson as they
performed while employed by Samson. The salespersons hired
by Angeles in this regard shall continue to work exclusively
on Samson’s accounts on Samson’s behalf during the Term; the
office elerk and warehouseman employed by Angeles shall work
for both Samson and Angeles during the Term at the - direction
of Angeles’ supervisory personnel.

. (2) Terms of Employment., Angeles shall determine
in its sole discretion, the terms of employment that Angeles

shall offer the support personnel described above; provided
however, that Angeles shall offer to hire Reobert §. Custer
pursuant to . the terms described in the attached Exhibit A.
There is & 30-day waiting period for enrollment in the
Angeles health insurance plan and the Samson plan will be
extended one month to cover this gap. ‘

.c. Support Services, Angeles shall provide, at no
cost to Samson, standard office services (telephone, telefax,
photocopier, etc.) to Samson during the Term. Angeles shall

-3
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also provide, at no cost to Samson, the following additional
support services:

. (1) Accounting Systems. Angeles , shall use its
best efforts during the Term to integrate available data
- relating to Samson’s business into Angeles’ purchasing, order
" entry, bills of lading, invoicing, payrell (including health

insurance), accounts receivable, general ledger and inventory
. accounting systems. ‘ C

o : (2) Bills of Lading and Invoices. Angeles shall
prepare all of Samson’s bills of lading and invoices as
needed during the Term, each of which shall bear Samson’s
logo and identification.

(3) Perledic Business Reports, Angeles -shall
also prepare and make available to Samson throughout the Term
all of the normal perieodic business reports that Angeles is
equipped to prepare from time to time with respect to
Samson’s sales, costs, accounts receivable and jnventory as
well as other aspects of Samson’s business during the Ternm.

4. Supply _of Common Products, Angeles will sell to
Samson out of Angeles’ inventory all of Sanson’s ongoing
neaeds for Common Products (Samson shall continue to purchase
"from third parties only thosze products that are not Common
Products). Samson shall pay for all Common Products purchased
from Angeles at a price egqual to Angeles’ actual current cost
of such goods plus one-half of ane percent (1/2 of 1%) of
such cost for shrinkage. To the extent that Angeles lncurred
a freight-in charge as to any of the products that Angeles
saells to Samson, Samson shall also pay Angeles the additional
charge of $.03 per gallon for all such products. All amounts
payable to Angeles for inventory pursuant to the foregoing
shall be billed weekly by Angeles and shall be paid by Samson
within 30 days of the billing invoice date.

. e. Drums. Angeles shall provide Samson with drums as
needed from time to time to ship products during the Term.
prums shipped out will be charged to Samson &t the
then-current cost to Angeles of replacing a reconditioned
drums (as of the.date of this Agreement that replacement cost
is approximately $17.50-to-$19.00 per drum), Drum returns
will be credited to Samson at the then-current replacement
cost less the then-current reconditioning cost (as of the
date of this Agreement, that reconditioning cost is
approximately $7.50-to-%8.00 per drum), Junk drums will be
charged back to Samson. Samson shall initially pay the
foregoing drum charges by assigning to Angeles Samson’s
existing drum credits with Pacific Coast Drum and paying the
drum reconditioning charge until such drum credits are
exhausted; as soon as Samsons’s aggregate drum credits are
exhausted, Samson‘s net drum charges (reconditioning cost
plus cost of reconditionable drum "“core") shall be billed
weekly by Angeles and shall be pald by Samson within 30 days

e
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of the billing invoice date.

f. Insurance, Angeles shall arrange to extend Iits
existing insurance coverage so that, throuyghout the Term,
such insurance shall cover Samson’s operations, aesets
(including inventory) and personnel. Samson shall reimburse
Angeles for such Iinsurance in accordance with Subsection
1.5.e bhelow. . oo

Section 1.5  «- Other Monthly Expenses,  In addition
to the charges that Samson shall pay for inventory and ‘drums
as provided above, Samson shall reimburse Angeles as
described below for all of the following monthly expenses
that are incurred +to support Samson’s business operations
during the Term:

a. Order glerg. Mnnthly expenses of one order clerk
(includinq the clerk’s wages, employer taxes, group medical
premiums and workmen’s compensation insurance premiums).

k. Harehousemarn. Monthly expenses of one
warehouseman (including the warehouseman’s wages, employerx
taxes, group medical premiums and workmen’s compensation
insurance premiums).

c. Truck Driver. Monthly expenses of one truck driver
(including the truck driver’s wages, enmployer taxes, group
medical premiums and workmen’s compensation insurance
premiums). :

d. Salespersons., Monthly expenses of the two
salespersons working exclusively for Samson during the Term
{including the salespersons’ salaries and bonuses, employer
taxes, group medical premiums, workmen’s compensation
insurance premiums, automcbile expenses and other salas
expenses),

e. Insurance. Monthly expenses incurred in providing
insurance coverage for Samson, including liability insurance
(at the rate of $7.70/%1,000 sales), property insurance for
coverage of Samson’s additional inventory and automobile
insurance for any additional drum truck or sales vehicles
required to support Samson’s operations during the Term. The
rate will be revised every calendar year based upon the
actual 'cost. Samson shall be responsible for any deductibles
payable under any product liability jinsurance eclaims arising
from Jlosses sustained by any Samson customers and any
deductibles payable under any automobile liability insurance
claims arising from losses inveolving the cars used by Samson
salesmen. Angeles shall be responsible for any deductibles
payable under any insurance claims arising from losses
involving deliveries by Angeles’ trucks.

' f. Frelght., Freight-out charges for any deliveries by
- gcommon carriers (including Stallion, Angeles’ common carrier

-5=
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subsidiary) for the actual. freight bill cost.

9. Truck Expenses, Expenses associated with the
ownership and operation of one drum truck ,(including gas,
oil, repairs, maintenance, license and deprecxatzun)

Angeles shall determine the actual out-of-pocket costs of all
of the foregoing items as they are incurred throughout the
Term. If Angeles incurs any additional out-of-pocket
expenses in connection with Samson‘e business, or if the
parties determine at any time during the Term that any of the
foregoing items is not needed, the costs to Samson under this
Agreement  shall  be adjusted accordingly wupon mutual
agreement. Samson shall reimburse Angeles for the foregoing
expenses within seven days after the month in which such
expenses are incurred. Samson shall pay for any obligations
related to this agreement which are incurred during the Term
even if the expenses are paid after the Term.

Section 1.6 —— Income sharing, . Promptly after the
end of each calendar month during the Term, Samson’s income

as defined bhelow (“"Income") =shall be determined for that
prior month as follows:

Gross Revenues From All Sales By Sanson in
Prior Month :

less: Product cost plus shrinkage and Freight-In
Charges Paid by Samson to Angeles (pursuant to
Subsection 1.4.4) (or inventory cost on
noncommon products)

less: Net Drum Reconditioning Charges Paid by Samson
to Angeles (pursuant to Subsection 1l.4.e}

less: Other Expenses Paid by Samson to Angeles for
That Month (pursuant te Section 1.5)

‘less: Any profit on transactions where the receivable
is found to be uncollectable

equals: "Ingome™

" If Income as calculated above is negative, that amount shall
be added to the amount of Samson’s cumulative loss
("Cumulative Loss"), if any, from previous month(s) during
the Term. If Income is positive, the amount of that Income
shall first be offset against the Cumulative Loss carryover,
if any, from prior month{s). Any net Income remaining after
such offset shall be divided equally between Samson and
Angeles at the end of the second month after the Income was
earged (e.g. February’s profit will be paid at the end. of
April)

o

Section 1.7 ——'ﬂféﬁml The initial Term of this

-
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Agreement shall be the six-month pericd ending September 30,
1991. The Term =shall be automatically renewed for an
additional. five-year period commencing October 1, 1991,
unless either party gives the other party wzitten notice on
or before August 31, 1991 that the notifying party does not
wish to renew the Term.

a. Actiopn to be Taken if Term is Not Reneyed. If the
Term is not renewed after September 30, 1991, Samson and
. Angeles shall agree upon a reascnable arrangement that will
allow Samson a reasonable time after September 30, 1991
within which to relocate its business operation elsewhere in
an orderly fashion. Furthermore, Angeles shall, 1if requested
by Samson, contact all suppliers with whom both Angeles and
samson dealt before the Term (including, without limitation,
ARCO, Hoescht-Celanese, CH Chemicals, Kern and Pacific Coast
Drum) and shall inform those suppliers as to all products
that Angeles purchased from such suppliers for Samson during
the Term (o that Samson may then attempt to re-establish its
direct distributor relationships with those suppliers after
the Termn).

b, Action to be Taken if Term is Renewed. If the Term
is renewed as provided above, all provisions that were

applicable to the initial six-month Term as provided above in
this Article I =shall continue to apply to the five-year
renewal Term, except as follows:

(1) New Products. In addition to continuing its
sales of Common Products to Samson as needed throughout the
renewal Term, Angeles shall purchase for resale to Samson all
other products needed by Samson when Samson’s inventories of
such additional preducts are exhausted (such additional
products currently include, without limitation, Reichhold
rasins, Mitsubishi resins and certain Texaco. products).
Samson shall pay for such additional products at the same
rates and according to the same terms that are applicable to
its purchases of Common Products as priovided above. Samson
will provide justification, satisfactory to Angeles for .the
purchase of new products not previously stocked.

(2) Accou Recei e. At the end of the
renewal Term all outstanding Accounts Receivable will belong
to Samson. Receivables generated on sales occuring after the
end of the renewal Term will belong to Angeles.

_ (Bf Transfer of Remaining Samson Business At
Expiration of Term. At the expiration-of the renewal Term,

sapson shall use its best efforts to transfer, convey, assign
and deliver to Angeles all of its distributor relationships.
Concurrently, Samson shall transfer, . convey, assign ‘and
deliver to Angeles all of its business accounts, customers
and customer records. Samson shall then cease operations and
Angeles from that ¢time on, shall own and receive the full
benefit of Samson‘’s smaid distributor relationships, business

""7 - . ,f.
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accounts, customers and customer records and the sole right to use the same,-and all
properties, assets and rights (whether tangible, intangihle, personal or real), usad
exclusively in or relating exclusively to Samson’s sald distributor relationships,
business accounts, customers and customer records, (“the Business"), shall be the
property of Angeles, lncluding, but not limited to the following:

{i) All confidential information used by Samson in said Business: all reqistered
and unregmtered trademarks, service marks, logos, the right to use the corporate
name, trade name and all other trademark rightz used exlusively in the Business: and
all registrations for and applications for registration of, any of the foregoing; all
goodwill and going concern value of the Business; -

{ii} The benefits relating to anvy ﬁrepaid expenses relating to the Business;

(iii) All rights existing under contracts, licenses, permits, distribution
arrangements, sales and purchase adgreements, other agreements and businesz
arrangements which relate axclusively to the Business;

{iv) All raw materials, work-in-progress, finished goods, packaging and other
inventories dsed exclusively in the Business, which shall be transferred to Angeles
JAn return for Angeles payment to Samson for such goods and Inventory, but not to
exceed the amount that Angeles can concurrently purchase such goods and
inventories for.

{(v) AL rights to recieve mail and other communications which relate
excluzsively to the Buzinsszs; and

{viy Al records pertaining to customers and accounts, personnel records, all
lists and records pertaining to suppliers, and all books (except Samson's corporate
books of account which shall remain the property of Samson), ledgers, files and
business regords of every kind which relate exclusively to the Business.

Except as'set forth in this Agreement, the Assets shall be conveyed to Angeles, free
and clear of any and all liens, mortgages, ¢laims, encumbrances or restrictions,

From time to time after the expiration of the renewal term and ugon the reasonable
request of Angeles, Samson zhall execute and daliverr or cause to be executed and
delivered such instruments of conveyance, assignment and transfer and take such
further action as Angeles may reasonably request in ordar more effectively to sell,
assign, convey, transfer and record title to any of the Buszlnese assets that are
transferred by Samson to Angeles pursuant to the foregoing. Angeles will accept the
Hability assoclated with the Samson drum deposits and Samson will transfer
awnership of its outstanding deposit drums to Angeles.
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(4) Freight-in <charges will be  adjusted
semiannually based upon actual costs.
: L
gection 1.8 -- Security For Samson Paymants. Samson
shall pledge its Accounts Receivable to Angeleas as a
guarantee that the payments due Angeles for product, services
provided, and income share will be made. In lieu of this
pledge of Accounts Receivable, Robert 8, Custer and his
spouse may provide a personal guarantee for these payments.
This personal guarantee will be veided as soon as the pledge
of the Accounts Receivable is in effect. '

ARTICLE IT == CONFIDENTIALITY AND NONSOLICTTATION

Secti 2. —=_heokno an o ia .
Each party acknowledges and agrees that the other party’s
customer lists and documentation (collectively, "Customer
List"), whether in writing or on magnetic tape, disk or other
‘media, are and shall at all times during the Term remain the
sole, exclusive and valuable proprietary property of the
other party. Each party further acknowledgaes and agrees that
the other party’s Customer List constitutes a trade secret
and the confidential information of the other party and that,
until the expiration of the five-year renewal Term, Angeles
shall not have any proprietary interest in or right to
samson’s Customer List, and Samson shall not have any
proprietary interest in or right to Angeles’ Customer List., A
listing of customers sold by Samson over the 18 wmonth period
8/1/89 to 1/31/91 is shown in the attached Exhibit B.

Section 2,2 == NO DISCLOSURE OR USE, EACH PARTY
AGREES THAT IT SHALL NOT DISCLOSE OR USE, EITHER DIRECTLY CR
INDIRECTLY, ON ITS OWN BEHALF OR ON BEHALF OF ITS EMPLOYEES
OR ANY OTHER PERSON OR BUSINESS ENTITY, THE OTHER PARTY’S
CUSTOMER LIST:; PROVIDED, HOWEVER, THAT, IF THE TERM IS
RENFEWED AS PROVIDED ABOVE, ANGELES SHALL BE ENTITLED TO USE
AND SHALL OWN FOR ALL PURPOSES SAMSON’S CUSTOMER LIST
IMMEDIATELY FOLLOWING THE EXPIRATION OF THE FIVE-YEAR TERM.

Section 2.3 -— Nonsolicitation

a. Customers, Neither party shall at any time  during
. the Term seek to solicit the other party’s then-current
customers. If, without improper solicitation, the parties
happen to eghare certain customers in common, any resulting
conflicts between the parties regarding those customers shall
be discussed” and resolved on a case-by-case basis. If there
are disputed customer situations which cannot be readily
resolved, these will be referred to a mutually agreeable
third party who will, as equitably as possible, determine
which company should back away from the particular customer.

b. Salespersons. Neither party shall seek to employ
on its own sales staff any of the individuals who are then

-t
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working on the other party’s sales staff, without the other
party’s prior written consent.

Section. 2.4 == Injunctive Reljef.. Each  party
stipulates and agrees that any violation or breach by it of
the prohibitions of this Article II against unauthorized use
of 'disclosure of the other party’s Customer List or against
unauthorized solicitation of the other party’s -sales staff
would' cause the other party immediate immeasurable and
irreparable harm for which the other party has no adequate
remedy at law. Each party accordingly agrees that, in the
event of any actual or threatened viclation or breach by it
of such prohibitions, the other party shall be entitled to
immediate injunctive relief as described below in Section
5.2.

. ARTICLE III -- REPRESENTATIONS AND WARRANTIES

Sectjon 3.1 --~ Ssmgon. Samson represents and warrants
to and agrees with Angeles as follows: '
a. Corporate Organization. Samson is a c¢orporation

duly organized, wvalidly existing and in good standing under
the laws - of the 8tate of California. Samson has full
corporate power and authority to own its property and to
engage in the Business now conducted by it and to perform all
obligations under =all agreements to which it is a party.
Samson is qualified to do business and is in good standing as
a corporation in the State of California. Samson has full
power and authority to enter into and perform all of its
obligations under this Agreement.

b. Valjdity and Corporate Action. The execution and .
delivery of this Agreement has been duly autherized by the
Board of Directors of Samson and no further corporate
authorization on the part of Samson is necessary to
consummate the  transactions contemplated herein. This
Agreement constitutes the valid and legally binding
obligation of Samson enforceable in accerdance with its terms
and subject to its conditions, except to the extent such
enforcement may be 1limited by bankruptcy, insolvency,
reorganization, moratorjum, or other laws relating to or
affecting the enforcement of creditors’ rights or by general
equitable principles. To its knowledge, the execution and
delivery of this Agreement will not conflict with, result in
the breach of, constitute a default under, or accelerate the
performance provided by, the terms of any contract, agreement
or instrument' to which Samson is bound or committed, or the
Articles of Incorporation or By-Laws of Samson, or constutute
an event that, with the lapse of time or action by a third
party, could result in a default under any of the foregoing.

| c. Litigation Except as set forth in a separate
Schedule 3.1l.c¢ attached hereto: (1) there are no suits,
actions or administrative, arbitration or other proceedings
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or governmental investigations pending or, to Samson’s
knowledge, threatened against or relating to Samson which may
adversely affect the Assets or which may adversely affect the
earnings of the Business; (ii) Samson is. not acting as a
party in any suit, action or administrative, arbitration- or
other proceeding relating to the Assets or ~which may
adversely affect the earnings of the Business; and (iii)
gamson is not subject to any consent decree, compliance
order, or administrative order with respect to -any property
owned, operated, leased, or used by Samson in the Business.

d. Owyned Properties. Samson has good and marketable
title to all its business accounts, customers, customer
records and assets subject to no lien, claim or encumbrance.

Section_ 3.2 == Angeles, Angeles represents and
warrants to Samson ag follows:

a. Corporate Organjzatjon. Angeles is a corporation
duly organized, validly existing and in good standing under
the laws of the 5tate of california. Angeles has full
corporate power and authority to own its property and to
engage in the Business now conducted by it and to perform all
obligations under all agreements to which it is a party.
Angeles is qualified to do business and is in good standing
as a corporation in the State of California. Angeles has
full power and authority to enter into and perfornm all of its
obligations under this Agreement. ' -

b. Validity and Corporate Action, The execution and
delivery of this Agreement has been duly authorized by the
Board of Directors of Angeles and no further corporate
authorization on the part of Angeles is necessary to
consummate the transactions contemplated herein. This
Agreement constitutes the wvalid and legally binding
cbligation of Angeles enforceable in accordance with its
terms and subject to its conditions, except to the extent
such enforcement wmay be limited by bankruptcy, insolvency,
reorganization, moratorium, or other laws relating to or
affecting the enforcement of creditors’ rights or by general
equitable principles. To its knowledge, the execution and
delivery of this Agreement will not conflict with, result in
the breach of, constitute a default under, or accelerate the
performance provided by, the terms of any contract, agreement
or instrument to which Angeles is bound or committed, or the
articles of Incorporation or By-laws of Angeles, or
conetitute an event that, with the lapse of time or action by
a third party, could result in a default under any of the
foregoing.

RTT V = v ND I NIFIC ON

'Seg;ion 4,1 =- Suryival. All representations,
warrantles, covenants and agreements contained in this

Agreement or in any document delivered pursuant hereto shall
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be dJdeemed to have been relled upon by the parties hereto,
and, notwithstanding any examination made for or on behalf of
Angeles or Samson, shall survive the expiration of the
renewal term provided for herein and for a period ending on
the date that is exactly three (3} years thereafier.

Sectijon 4.2 --_ Indemnjfication of Angeles. ‘Samson
agrees to indemnify Angeles and hold it harmless against  any
loss, 1liability, damage or expense (including reasonable
legal expenses and costs) which Angeles may suffer, sustain
or become subject to, as the result of a breach of any
representation, warranty, covenant, or agreement by Samson
contained in this Agreement, including without limitation,
any liabilities, debts and taxes which Samson has or may have
during the term of this Agreement and for a period ending on
the date that is exactly three (3) years thereafter, but only
to the extent a third party may impose or seek to impose such
liabilities, debts and taxes against Angeles and, including
without Jlimitation, any failure to fulfill its obligations
with respect to the liabilitjes assumed hereunder, and shall
indemnify Angeles and hold it harmless against any and all
actions, suits, claims and other proceedings which arise
direcly or indirectly out of the operation of any business
which Samson has but only to the extent a third party may
impose or seek to impose such actions, suits, ciaims and
other proceedings aginst Angeles elther during the period of
this Joint Venture Agreement and, to and including,
expiration of the renewal term provided for therein, and for
a period ending on the date that is exactly three (3) years
thereafter.

Section 4,3 ~~ Defense Against Asserted cClaims, If
Angeles seeks indemnifjication (the "Indemnified Party"), it
ghall give written notice to Samson ("Indemnifying Party") of
the facts and circumstances giving rise to the claim. The
indemnified Party shall not settle or compromise any claim by
a third party for which the Indemnified Party is entitled to
indemnification hereunder without the prior written consent
of the Indemnifying Party, unless legal action shall have
been instituted against the Indemnified Party and the
Indemnifying Party shall not have taken control of such legal
action within 60 days after notificatjion thereof as provided
herein. In connection with any c¢lair giving rise to
indemnification hereunder resulting from or rising out of any
claim or 1legal proceeding by a person other than the
Indemnified Party, the Indemnifying Party, at its sole cost
and expense, may, upon written notice to the Indemnified
Party, assume the defense of any such claim or legal
proceeding without prejudice to the right to the Indemnifying
Party thereafter to contest its obligation te indemnify the
Indemnified Party in respect to the claims asserted therein.
- If the Indemnifying Party assumes the defense of any such
claim or legal Proceeding, the Indemnifying Party shall
select counsel reasonably acceptable to the Indemnified Party
to conduct the defense in such claims and legal proceedings

“lde-

BR001591



and at its sole cost and expense shall take all steps
necessary in the defense or settlement thereof, subject to
the provisions hereinafter contained. | :

The Indemnifying Party shall not consent to & settlement of,
or the entry of any judgment arising from, any claim or legal
proceeding, without the prior written consent of the
Indemnified Party, unless the Indemnifying Party admits in
writing its liability to hold the Indemnified Party harmless
from and against any losses, damages, expenses and
liabilities arising out of such settlement and :concurrently
with ‘such settlement, the Indennifying Party pays into the
court the full amount of all loases, damages, eXxpenses and
liabilities to be paid by the Indemnifying Party in
connection with such settlement and, if such settlement would
impese or affect ongoing obligations of the Indemnified
Party, the Indemnified Party consents thereto, which c¢onsent
shall not be unreasonably withheld.

The Indemnified Party shall be entitled to participate in the
defense of any such action with its own counsel and &t Iits
own expense. If the Indemnifying Party doass not assume the
defense of any such claim or litigation resulting therefrom
in accordance with the terms hereof, the Indemnified Party
may defend such claim or litigation in such a manner as it
may deem appropriate, including settling such claim or
-‘litigation after giving notice of the same to Indemnifying
Party on such terms as Indemnified Party may deenm
appropriate, and in any action by the Indemnified Party
seeking indemnification from Indemnifying Paxty in accordance
with the provisions of this Section, Indemnifying Party shall
not be entitled to question the manner in which the
Indemnified Party defended such settlement. In the event of
a claim by a third party, the Indemnified Party shall
cooperate with the Indemnifying Party in the defense of such
action (including making a personal contact with the third
party if deemed beneficial) and the relevant records of each
party shall be reasonably available to the other with respect
to such defense. Following the full indemnification of the
Indemnified Party, the Indemnifying Party shall be subrogated
to the rights of the Indemnified Party against such third
party claimant _and any third party insurer with respect to
such claim.

ARTICLE V —- MISCELLANEQUS

Sectio - oresee ces. The parties

recognize that all future circumstances bearing upon this
Agreement cannot be anticipated. The parties therefore agree
that, when unanticipated matters arise ln the future, they
ghall use their best effort to resolve all such matters in an
equitable fashion.

Se == PEvent
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a. Events of Default Pefined, For purposes of this
Agreement, each of the following events shall constitute an
event of default ("Event of Default®) by a party:

(1) The party fails to perfofm any of its
obligations under this Agreement, and such fallure continues
uncured for more than 30 days after the nondefaulting party
gives the defaulting 'party writen notice describing such
default: L

(2) an application is filed for the appointment
of a receiver for the party, or a petition is - filed by or
against the party under any law or statute alleging that the
party is insolvent or unable to pay its debts as they mature;
or .

(3) The party becomes insolvent or makes an
assignment for the benefit of creditors.

b. Rights Upon_ Occurrence of Event of Default. Upon
the occurrence of any Event of Default by a party, the
nondefaulting party may, in addition to exercising any other
rights available teo it at law or in egquity, exercise one or
more of the following rights:

(1) Terxminate this Agreement upon 30 days’
written notice to the dafaulting party;

(2) Declare all amounts, if any, owed to the
nondefaulting party under this Agreement to be immediately
due and payable;

(3) Cease performance of all of the nondefaulting
party’s obligations under this Agreement without liability to
the defaulting party: and/or

(4) Walve any default: provided, however, that
the waiver of any particular default shall not operate a= a
waiver of any other default or of the same default on a prior
or future occcasion.

Furthermore, upen either party’s breach of, or failure to
perform, any of its obligations under Article II of this
Agreement, the nondefaulting party shall be entitled to
immediate injunctive relief in any court o¢f competent
jurisdiction restraining the defaulting party, its employees
and all other persons and business entitles from the
unauthorized use or disclosure of the nondefaulting party’s
customer List and from the unauthorized solicitation of the
nondefaulting party’s sales staff.

ection 5.3 == T on o r
a. By Angeles. Angeles expects, but cannot guarantee,
that Angeles will remain in business throughout the Term and
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that it will be able to handle =all of Samson’s business
during the Term. If, as a result of new environmental
regulations or otherwise, Angeles determines that it is no
longer able practical to remain in business, Angeles may
terminate this Agreement, effective as of the date it ceases
operations. Furthermore, Robert $. Custer is the sole owner
of all the shares of Samson and if thers is any change in
Samson’s ownership at any time during the Term (other than a
change resulting from the death of Robert §. Custer with his
ownership succeeding to his estate or heirs), Angeles may, in
its sole discretion and upon 90 days’ written notice to
Samson, elect to terminate this Agreement as of the end of
‘the 50~-day period.

b. By ﬁithe: Party. Following an Event of Default (as
i

defined n  Section 5.2 above) by either party, the
nondefaulting party may, upon 30 days’ written notice to the
defaulting part, terminate this Agreement as of the end of
that 30-day period.

If this Agreement is terminated pursuant to this provision
before the expiration of the tive-year renewal Term, the
parties’ respective businesses shall be segregated, to the
extent possible, and Samson shall relocate its business
assets and operations to another location, as soon after the
termination as possible, '

Section 5. -— ect £ rm tion If this
Agreement is terminated for any reasen other than the
expiration of the five-year renewal Term, the obligations and
rights of each party under Article II of this Agreement shall
survive any such termination.

Sectio 5 -=- En 2 eement; Amendment. This
Agreement constitutes the entire agreement between the
parties pertaining to the subject matter of this Agreement,
and supersedes all prior and contemporanecus agreements,
understandings, negotiations, and discussions of the parties,
whether oral or written and there are no representations or
other agreement between the parties in connection with the
subject matter of this Agreement, except as specifically set
forth in this Agreemant. No amendment, supplement,
modification, waiver or termination of this Agreement shall
be binding unless executed in writing by the party to be
bound by such amendment, supplement, modification, waiver or
termination. * No waiver of any -of the provisions of this

Agreement shall be deemed or shall constitute a waiver of any

other provision of this Agreement, whether or not similar,
nor shall such waiver constitute a continuing waiver unless
otherwise expressly provided in writing by the waiving party.

' ‘Section 5.6 -- Governing lay. This.Agreement shall he

construad and interpreted according to the laws of the State
ot California. " ‘
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5.7 —— ent; Successors. This Agreement
shall not be assigned by either party without the prior
written <consent of the other party. Subjact to the
foregoing, this Agreement shall inure to the benefit of, and
be binding upon, the parties and their respective successors
and assigns.

Section 6.8 =— Notices, All communications or
notices required or permitted by this Agreement shall be in
writing and shall be deemed to have been given at the earlier
of the date actually delivered to an officer of a party or
two days after the deposit of such communications or notices
in a United States mail receptacle, sent by certified or
registered mail, postage prepaid, return receipt requested,
and addressed as follows, unless and until any such party
notifies the other party in accordance with this Section of a
change of address:

If o Angeles: - Angeles Chemical Co., Inc.
Attention: John G. Locke, President
8915 Sarensen Avae. '
santa Fe Springs, CA 90670

If to Samson: SARAMCO, INC.
Attention: Robert S. Custer, President
20695 8. Westarn Ave. Suite 140
Torrance, CA 90501

Section 5.9 —— Counterparts; Headings. This Agreement
may be executed in two or more counterparts, each of which

shall be deemed .an original, but such counterparts shall
together constitute but one and the same Agreement. The
Article and Section headings in this Agreement are inserted
for convenience of reference only and shall not constitute a
part of this Agreement.

Section 5.10 =-Interpretation. Unless the context
recquires otherwise, all words used in this Agreement in the
singular number shall extend to and include the plural, all
words in the plural number shall extend to and include the
singular, and all words in any gender shall extend to and
include all genders.

Section 8.11 == Severabilitv, If any provision,
clause or part of this Agreement, or the application of such
provision, clause or part under certain circumstances, is
held invalid, the remainder of this Agreement, or the
application of such provision, clause or part under other
¢circumstances, shall not be affected by such invalldity, and
this Agreement shall be enforced to the fullest extent
permitted by law, : : .

Mlmﬁﬂﬂﬁm&- The parties

shall make a good-faith effort to settle any dispute or claim
arising under this Agreement. If the parties fail te resolve
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such disputes or claims, they shall be required to submit them to binding arbitration
before the "American Arbitration Association”, or the "Judicial Arbitration and
Mediation Service, Inc.” (FJAMS). If the parties are unable to agree on the arbitration
company, (the American Arbitration Association or the Judieial Arbitration and
Mediation Service), the Superior Court of the County of Los Angeles shall be
competent to and shall designate one of the arbitration companies above referred to
to act and the decision of the Court thereon shall be binding.

Notwithstanding the provisions of this paragraph, either party may seek appropriate
injunctive relief for any threatened breach.

The nonprevailing party shall bear the reasonable legal fees and expenses of the
opposing party in any arbitration proceeding, including court action for injunctive
relief, unless the arbitrator, or courts, in the event of an application for injunctwe
relief to the Court, determines otherwise.

Any controversy or claim arisingunder this Agreement submitted to arbitration shall
be under the following rules:

. a. Bach party shall select one arbitrator who shall then combine and select a
joint arhitrator. If either party fails to select an arbitrator within ten days after
arbitration is sought, or the two arbltrators fail to select a third arbitrator within 15
days after arbitration iz sought, the arbitration company shall make the selection.
The joint arbitrator selected by the parties” arbitrators ghall solely preside over the
proceeding.

b. The parties shall agree on and stipulate to a statement of facts and issues
presented which shall be submitted to the arbitrator.

c. If desirad, each party may submit a written statement of position to the
arbitrator. If a party chooses to submit a statement of position, copies of that
statement must be served on all other parties, who shall have the right to submit
written rebuttals within ten (1@) days from receipt. Copies of such rebuttals shall
be served on all parties.

d. The pafties shall have all discovery rights provided by the California Code
of Civil Procedure and any case law interpreting it,

i
e. The arbitratar shall set a discavery and trial schedule and preside over any
discovery disputes.

f. Upon conclusion of discovery, the arbitrator shall conduct a hearing at
which he shall apply the Califoprnia Rules of Evidence and Civil Procedure as they
relate to trial. -

g. The dec¢ision of and any award from the arbitrator shall be binding on the
parties and judgment thereon shall be entered by the Los Angeles County Suparior
Court Clerk,

"
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IN WITNESS OF THIS AGREEMENT the parties have signed below by their
respective duly authorized representatives as of the date first itten above,

:’:@;2‘ g

J}b«rﬁ}!—. Locke, Its Fresidfnt

Robert 5. Custer, Its President
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Exhibit A
Page 1 of 1

Terms Of Employment -— Robert S. Cusnter

Angeles shall offer to employ Robert 8. Custer during the
Term of the Agreement pursuant to the following terms:

Custer will be provided with the same health insurance as is
provided to other Angeles employees.

Custer shall be paid a salary of $50,000.00 per year. This
salary may be changed from time to time at the request of
Samson. This salary payment and the associated taxes will
not be considered as expenses to the joint operation and will
not be subtracted in determining the "income® to be split;
.the funds for this payment will come from Samson’s share of
. the income and will be paid to Angeles along with other
- monthly expenses,
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